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The influence of the large production of gold upon the level 
of prices in the last decade presents one of the most interesting 
problems in theoretical as well as in practical economics. Since 
Ricardo, and even before him, the familiar theory has been held 
that an increase of the circulating medium necessarily produces 
an increase in the prices of goods. Yet, in the United States, we 
have had falling prices with an increasing circulation. Indeed, 
the oid theory of Ricardo and Hume no longer holds undisputed 
sway. 

There seems to be general agreement that the price of an 
article, like wheat, is the quantity of the given standard for 
which it will exchange. Obviously, price is an expression of the 
exchange-ratio between a commodity, like wheat, and a standard, 
like gold. Hence, in these later days, it has been seen that this 
ratio can be changed by forces affecting either term of the ratio. 
While the causes influencing the supply and demand of gold 
are supposed constant, we know that causes touching the demand 
and supply of wheat can modify its gold price. A scanty harvest 
and a reduced supply of wheat, or a new demand, will raise its 
price; while reduced freights, improved processes, an increase 
of supply, or a diminished demand, will lower its price. These 
facts, touching wheat alone, are self-evident ; and they show that 
changes in price are not to be attributed solely to forces affecting 
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the gold factor of the price-ratio. Yet, it is also true that the 
price of wheat, or of all commodities, expressed in gold, would 
be affected by anything which was important enough to change 
the value of gold. Thus we see that the problem of price is one 
which includes a study of two sets of forces: (1) those influen- 
cing the standard, and (2) those influencing the commodities in 
the price-lists. A change in a list of prices, in itself, implies 
nothing as to the cause of the change. The originating cause 
may be operating upon gold, or upon the goods; or there may 
be causes working at once upon both sides, opposing or co- 
operating. It is, therefore, unsafe to dogmatize upon the causes 
of a change in prices without an investigation into all the facts 
touching both gold and goods. 

We have, however, one general principle to assist us in such 
a search. The durability of gold causes all the past product to 
remain as the stock of today. That is, all the gold mined since 
1492, and not lost or destroyed, forms the present supply; while 
the total supply of wheat today is practically only the annual 
supply. Consequently, a change in the demand or in the annual 
supply of gold affects very slightly the value of a large total 
supply ; while a shortage in the annual supply of wheat produces 
a great change in the value of wheat. That is, the larger the 
accumulated stock of gold—now about $11,000,000,0c00—the 
less likely is it to be influenced in short periods of time by any 
causes affecting gold alone. While, on the other hand, any com- 
modity like wheat may undergo rapid or extreme changes in 
price, for causes which are in no way connected with gold and 
which affect only the commodity itself. Therefore, changes due 
to gold alone can only be very slow in their operation; while 
quick and frequent changes must be due to causes affecting only 
goods. 

With these general observations, we may now proceed to 
discuss the movements of prices in the last decade, and try to 
analyze the causes at work which have produced the changes. 

In the present article, it is proposed to give only the general 
results of an investigation which has been carried on for some 
years. It would be impossible to lay before the reader here all 
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the material upon which the conclusions have been based. Per- 
haps, in the future, it may be permitted to present a more detailed 
and extensive study upon this subject. The general results are 
presented now, not only from a desire to obtain the gains of 
criticism but also because the public seems to be interesting itself 
again in the subject of money, particularly in the relation 
of the new gold to prices. 


II 


First, we must ascertain the facts, (1) as to the yield of gold, 
and (2) as to the movement of prices. The production of gold 
since 1492 can be seen by the accompanying tables. 

For the purposes of our present inquiry, it will be noted 
that the total production to the year 1895 was $8,781,513,666; 
while the additions in the last decade have been $2,896,- 
963,500. If we count the whole production, without consump- 
tion in the arts, and without loss or abrasion, to the year 1850, 
as the total supply in that year, and treat the total production 
since then to 1895, as added to the total available supply, then, the 
percentage of increase in gold in the last decade has been about 
33. But, if we suppose that in 1850 the available stock could 
not have been more than $2,000,000,000, after the losses and 
consumption from 1492 to 1850; and if we suppose that $50,- 
000,000 a year went into the arts in the 45 years from 1850 to 
1895, leaving the net addition to the monetary stock about 
$3,373,000,000 in 1850-95, the available supply in 1895 was 
about $5,373,000,000. Then the percentage of increase in the last 
decade would be about 53. Now, if this were all there was in 
the price problem, we could infer at once that gold ought to have 
fallen in value, and that the general level of prices ought to have 
risen by from 33 to 53 per cent. 

But supply is only one of the forces directly affecting the 
value of gold. The demand for gold may, or may not, have 
increased in as great a proportion as the supply. The new 
demand for gold may appear (1) in non-monetary uses, as in 
the arts, or (2) in an increased use of gold in the monetary 
systems of the world. In regard to the annual consumption of 
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GOLD PRODUCTION 


TABLE 1.—PRODUCTION BY PERIODS (1493-1875) 








PEeRIoD 


OuNcES 


VALUE 





Annual Average 


Total 


Annual Average 


Total 





1493-1520.... 
1§21-1544.... 


186,470 
230,194 


5,221,160 
51524656 


$3,854,334 
4,758,109 


$107,921,352 
114,194,616 





1493-1544.... 


1545-1560.... 
1561-1580.... 
1581-1600.... 
1601-1620. ... 


273,596 
219,906 
237,267 
273,918 


10,745,816 


453775544 
4,398,120 
45745 340 
5,478,360 


5,655,229 
4,545,467 
4,904,308 
5,661,885 


222,115,968 


90,483,664 
90,909,340 
98,086, 160 
113,237,700 





1545-1620. ... 


1621-1640.... 
1641-1660.... 
1661-1680. ... 
1681-1700. ... 
170I-1720.... 
1721-1740.... 
1741-1760. ... 
1761-1780. ... 


266,845 
281,955 
297,709 
346,094 
412,163 
613,422 
791,211 
665,666 


18,999,364 


5,336,900 
5,639,110 
5:954,180 
6,921,895 
8,243,260 
12,268,440 
15,824,230 
13,313,315 


5,515,686 
5,827,906 
6,153,645 
75153,762 
8,519,409 
12,679,432 
16,354,321 
1357595316 


392,716,864 


110,313,720 
116,558,120 
123,072,900 
143,075,240 
170,388,180 
253,588,640 
327,086,420 
275,186,320 





1621-1780. ... 


1781-1800. ... 
1801-1810.... 


571,948 
571,563 


7315015330 


11,438,970 
5,715,027 


11,822,165 
11,814,207 


1,519,269,540 


236,443,300 
118,142,070 





1781-1810.... 


1811-1820... 

1821-1830. .. 
1831-1840. ... 
1841-1850. ... 


367,956 
457:044 
652,291 
1,760,501 


17,154,597 


3,679,568 
4,579,444 
6,522,913 
17,605,018 


7,605,650 
9,447,100 
13,482,854 
36,389,555 


354,585,370 


76,056,500 
94,471,000 
134,828,540 
363,895,550 





1811-1850. ... 


325377943 


669,251,590 





1493-1850.... 


1851-1855.... 
1856-1860. ... 
1861-1865.... 
1866-1870.... 


6,350,897 
6,625,589 
5,952,445 
6,170,153 


152,779,050 


315754475 
33»127,945 
29,762,225 
30,850,765 


131,273,041 
136,950,915 
123,037,038 
127,537,002 


35157593933? 


656,365,205 
684,754,575 
615,185,190 
637,685,310 





1851-1870.... 








125,495,410 


2,593,990,280 








1871-1875.... 


5,487,884 


27,439,420 





113,434,562 





567,172,810 
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TABLE 2.—PRODUCTION BY YEARS (1876-1906) 








OUNCES VALUE 





PERIOD 
Annual Annual 





59521,453 $114,128,433 
5,878,973 121,518,372 
5:905,275 122,062,034 
5,043,516 104,249,476 
51043,516 104,249,476 





27,392,733 $566,207,791 


5,166,440 106,790,315 
4,945,832 102,230,347 
457775570 98,762,372 
5,007,921 103,513,727 
5,015,123 103,662,592 





5149595353 


5) 135,679 106,163,900 
5,116,861 105,774,900 
5933%775 110,196,900 
59973799 123,489,200 
517495306 118,848,700 





564,473,600 


6,320,194 130,650,000 
7,094,226 146,651,500 
7,618,811 157,494,800 
8,764,362 181,567,600 
9,615,337 200,406,600 





39,412,930 816,770,500 


9,783,914 202,251,600 
11,420,068 236,073,700 
13,877,806 286,879,700 
14,837,775 306,724,100 
12,315,135 254,576,300 





62,234,698 1,286, 505,400 


12,625,527 260,992,900 
14,354,080 296,737,600 
15,852,680 | 327,702,700 
16,804,372 3475377200 
18,268,696 377,047,700 





77:995;955 1,610,458, 100 





19,366,550 400, 342,100 
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SUMMARY OF GOLD PRODUCTION (1493-1905) 








Period Ounces Value 





1493-1850 152,779,050 $3,157,939,332 
1851-1875 152,934,830 3,161,163,090 
1876-1895 119,024,940 2,462,411,244 
1851-1895 271,959,770 5,623,574,334 
1896-1905 140,140,653 2,896,963,500 
1493-1905 564,779,473 11,668,471,166 











gold in the arts there are no accurate statistics: the amount can 
only be guessed at. At the outside $70,000,000 a year may have 
gone into non-monetary consumption; or $700,000,000 in the 
last 10 years. This is probably too large. 

As to the increase in the monetary systems of various coun- 
tries, the estimates of the United States Mint have been quite 
generally accepted. These figures are published each year in 
the report of the Director of the Mint, and state the amount of 
gold, silver, and uncovered paper in the principal countries of 
the world, given in reports sent in by our representatives sta- 
tioned in these countries. For 1896,’ the total monetary stock 
of gold is given as $4,143,700,000; while for 1906? it is $6,888,- 
go00,000. Thus, according to these estimates, the currencies of 
the world have had a new demand in the last decade for $2,745,- 
200,000 of gold—or close to the figure of the new supply in the 
same period. About one-half of the new supply has gone into 
banks and public treasuries, and one-half into circulation. It is 
much to be doubted whether it is safe to assume that the Mint 
estimates are wholly correct. The judgment of many of our 
foreign representatives, not trained in such subjects, must be 
taken with many grains of salt. For instance, official informa- 
tion for gold in circulation outside of banks is given for only 
Argentina, Chile, Peru, and Venezuela in South America. Also, 
the stated amount in circulation in France and Germany is only 
the estimate of the United States Mint. Hence we cannot place 
too much reliance on these figures. So far as they go, they show 
that all the new gold was directly demanded for monetary pur- 

> Report of Director of U. S. Mint, 1896, p. 46; silver, $4,236,900,000. 

* Ibid., 1907, pp. 96, 97; silver, $3,260,200,000, 
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poses, leaving all the demand in the arts to fall upon the stock 
already existing in 1895. Therefore, looking to the forces 
affecting gold alone, one is forced to conclude that gold remained 
about the same, or a little higher, in value in 1906 as compared 
with 1896. Consequently prices—so far as determined by the 
gold side of the price-ratio—ought to have remained nearly the 
same, or to have been even a little lower in 1906 than in 1896. 
In actual fact, the level of prices in 1906, not only in the United 
States, but throughout the world, has risen decidedly above the 
level of 1896. Therefore, making due allowance for the inac- 
curacy of all available statistics as to the new demand for gold, 
there can be no question that the causes for the remarkable rise 
in prices in the last decade cannot be looked for in those influ- 
ences directly affecting gold. If not, then the search must be 
directed to the influences acting directly upon the goods them- 
selves. 


III 


We may next proceed to state the facts as to the rise of prices, 
and for this purpose a diagram has been prepared showing the 
change in the index number for 258 commodities in the United 
States from 1890 to the last report. In studying the movements 
of prices, however, it is to be observed that the single index 
number giving the combined average of the change in prices in 
any one year, will not, in itself, disclose the diversity of changes 
in groups of goods, or in any prominent individual article. In 
order to obtain the facts necessary for an investigation into the 
causes affecting the change in prices of particular commodities, 
or groups of commodities, there are presented on the diagram 
the diverse movements of eight groups of commodities which 
formed the basis for the computation of the general average of 
prices. It will be at once observed that the separate variations 
of the groups are so marked as to make clear the absence of any 
One common cause. Yet, so far as general influences have been 
at work, the most striking change appears in the fall of prices 
following the panic of 1893, and the general tendency to a rise 
of prices after about 1897 and continuing to 1907. The average 
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for all commodities for the year 1906 was 36.5 per cent. higher 
than for 1897, the year of lowest prices; and 22.4 per cent. higher 
than the average for the ten years, 1890-99. 

For the same purpose of gaining additional light which rec- 
ommended the separation of the total average into the averages 
for each group, it is desirable to separate the average for each 
group into the lines representing the changes in price of single 
commodities. Inasmuch as the actual quotations for each single 
commodity are the elements out of which the final average for 
all goods is computed, we have in the fluctuations of single goods 
the only safe basis for examining into the causes operating upon 
the prices of goods, as distinct from gold. I have had prepared 
over 100 diagrams* showing the change in price from 1890 to 
1906 of the separate commodities which are of most importance 
in the market. These are, of course, too numerous to be pub- 
lished here. 


IV 


The most striking phenomena are the rapid and extreme 
variations in the changes of prices. As before observed, it is 
impossible to assign these results to changes in the value of gold. 
On the other hand, there is a tendency to higher prices after 1897 
which might reasonably be regarded as due to a common cause, 
or to a set of causes working together. To some investigators, 
it has seemed that the common cause has been the great new 
production of gold which has lowered the value of the gold 
standard. This explanation, however, omits consideration of 
the new demand for gold already mentioned. Moreover, the 
rise to 122.4 in 1906 is to be compared with 112.9 in 1890; since 
there was a great decline to 89.7 due to the panic of 1893. From 
1890 to 1906 the rise of prices is only 8.4 per cent. 

In studying the various causes, independent of gold, which 
could change the prices of commodities, we may enumerate the 
following: (1) progress of inventions and increased skill of 
management; (2) effect of good and bad seasons; (3) collapse 


?I wish to acknowledge the help given me by Mr. Carl Lambach in the 
preparation of these many diagrams. 
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or expansion of credit and speculation; (4) increased wages; 
(5) higher cost of materials; (6) higher customs-duties ; 
(7) monopolies, or combinations. 

1. In seeking to find the causes of the change in prices in 
1890-1906, we shall have some guidance in the study of the 
period from 1860-90. In the recent period there was a rise of 
prices ; in the earlier period there was a fall of prices. Obvicusly, 
while the same fundamental forces—both on the side of gold and 
on the side of goods—were at work in both periods, yet there 
must have been different combinations of these forces in the two 
periods under consideration. In spite of the great additions to 
the supply of gold in 1850-90, the effect of a new demand for 
gold, together with the phenomenal cheapening of the expenses 
of providing goods by opening up new resources and by the use 
of improved methods, far outweighed all other influences, and 
led to a general fall of prices. From 1895 to 1906, the intro- 
duction of improved machinery, better methods of manufacture, 
applications of science to production, while appearing with more 
or less importance, seem to have been overwhelmed by other 
potent forces tending to increase the expenses of production. 
In fact, while trying to ascertain the causes for a given change 
of prices we are obliged to see that the resultant is a complex of 
several co-operating and antagonistic forces; and only bv analyz- 
ing each and weighing the relative importance of each for or 
against a rise can we reach any sane conclusion. In this case, 
the cheapening by improved processes of production has not 
been so strong an influence as the forces (see (4), (5), (6), 
and (7)) tending to keep prices at a higher level. 

2. In the group of food products we find frequent and ex- 
treme fluctuations of prices. Since these changes are so evidently 
due to the abundance or failure of the crops in particular seasons, 
no one would for a moment think of assigning these changes to 
a change in the value of gold, which, at the best, can only be 
gradual and moderate and which is manifest only after a fairly 
long period of time. No one needs to be told that a failure of 
the wheat crop in Argentina will quickly affect the markets in 
Chicago and Liverpool. The changes directly referable to in- 
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fluences operating on the commodities themselves, such as good 
or bad seasons, are clearly seen in the following articles: cotton, 
cattle, flaxseed, hops, wheat, flour, corn, cornmeal, coffee, prunes, 
beans, apples, onions, rye, buckwheat, hay, potatoes, rice, and tea. 

3. The possibility of a great change in prices due merely to 
the effects of a commercial crisis in 1893, without any reference 
to the existing stock of gold, is demonstrated beyond question by 
the extraordinary decline in prices after the Baring failure in 
1890 due to conditions in Argentina. And the recovery in prices 
by 1902 to the former level of 1890 must be ascribed to the 
return to normal conditions of credit and exchange. In cor- 
roboration of this general conclusion—if any were needed—the 
decline in prices due to the panic of 1907 has been decisive and 
important. The causes of such a fall in time of liquidation are 
so well known to economists that there is no reason for men- 
tioning them here. 

4. That there has been an increase in money wages, accom- 
panied by more or less decline in the hours of labor per day, 
there can be no doubt. The extent of this increase, based on the 
data collected by the United States Bureau of Labor, is graphi- 
cally presented on the accompanying diagram.* It is not abso- 
lutely certain that the rise of money wages is as great as these 
figures disclose. The possibility of a political purpose in proving 
that wages have risen more than prices of goods makes one 
doubtful in giving the results our unquestioned approval. 

Nevertheless, whatever the actual increase, it is admitted that 
there has been a marked advance in wages. If so, one of the main 
elements entering into the expenses of production of all kinds 
of goods has risen in cost, and had its effect in raising prices. 
Such a rise in price is due to more lasting causes than a rise due 
to speculation. Once that a high rate of wages has been granted, 
it is not easy for employers to force a reduction. This has been 
abundantly shown in the after-effects of the recent panic of 1907. 

The question is likely to be asked, whether the rise of wages 
is one of the causes of the rise of prices or whether the rise of 
prices has made possible the rise of wages. In speculative 

*Cf. Bulletin of the Bureau of Labor, No. 77, p. 7. 
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periods, when prices are advancing rapidly, demand for higher 
wages are easily granted ; and higher prices permit higher wages. 
But in the comparison of the movement of wages with the move- 
ment of prices of the goods on which the laborer is engaged, we 
find in our tables no direct relation whatever between the rise of 
prices and the rise of wages. For instance, no such connection 
is shown in the cases of window-glass, silk, hogs, hides, wheat 
and flour, paper, bricks, and many others. There seems to be 
an influence independent of prices which has acted to raise the 
rate of wages. And this influence undoubtedly is due in greater 
or less part to the pressure of labor-unions, which have been 
very active in recent years. 

Moreover, we must remember that a quotation in a price-table 
is given for only a single unit of a commodity ; and that quotation 
implies nothing as to the number of units produced by the com- 
bined factors of production in any given industry. With im- 
proved processes an immensely greater number of units can be 
produced with the same labor and capital. Hence the total value 
of the product may vary inversely with the change of price, and 
so we may find it possible to pay higher wages when prices are 
falling. Therefore, while there may be some direct relation be- 
tween the total value of the product and wages, there may be 
none whatever between the price of a single unit of goods and 
the rate of wages. Where improved methods are the rule, only 
the increased value of the product may be regarded as a cause 
of potentially higher wages; but where little has been done in the 
way of improved methods, a higher level of wages would be a 
cause of higher prices. 

5. The last ten years have witnessed an increase in the price 
of articles used in further manufacture; and, whatever the cause 
of this increase, it is evident that it would produce a distinct 
addition to the expenses of production of many staples of the 
market, and lead to a rise in the price of the goods into which 
they enter as materials. This rise of price of materials is notable 
in pig-lead, tar, oxide of zinc, sheet zinc, tin plates, bricks, rubber, 
crude petroleum, wool, lumber, cotton, hides, coal, Bessemer 
pig, coke, and pig-iron. In each case there is a cause peculiar 
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to the commodity which will explain its rise of price; under 
shortage of supply we may cite rubber, or lumber; under mo- 
nopoly, coal and pig-iron; or under the tariff, tin plates, wool, 
and hides. In no instance would it be necessary to have recourse 
to a general world-influence, such as the fall in the value of gold. 

6. One of the most striking of the rises in prices of goods is 
that which appears immediately after the passage of the Dingley 
protective tariff of July 24, 1897. This is shown in carpets, 
glass, wool, woolens, blankets, earthenware, furniture, jute, files, 
wood screws, cut nails, wire nails, augers, chisels, hammers, 
planes, axes, sheetings, worsted yarns, women’s dress goods, 
barbed wire, molasses, shovels, tickings, etc. Undoubtedly, we 
have in this high tariff act an influence which produced the effect 
of a common cause to increase the prices of a large number of 
articles. If such a cause exists, it removes the necessity of trying 
to find the explanation of a higher level of prices in the deprecia- 
tion of gold. Moreover, if there should prove to be another 
influential cause directly affecting commodities and working 
together with the tariff to raise prices, there would be the less 
reason to resort to the gold side of the price-ratio for a common 
cause of the general upward tendency from 1897 to 1906. 

7. This other common cause, the formation of combinations, 
is unquestionably the strongest force in this period working for 
higher prices. It is the one which, better than any other, explains 
the rapid rise in the years from 1897 to 1900—the very years 
of the greatest activity in the formation of “trusts.” And its 
very close relation to tariff duties makes the beginning of the 
great rise of prices synchronous with the passage of the Dingley 
Act in 1897. This fact is to be taken in connection with the 
establishment of combinations in control of nearly every staple 
article in the market. This cause is particularly notable in anthra- 
cite coal, turpentine, opium, jute, augers, axes, planes, files, 
hammers, door knobs, mortise locks, chisels, meat, building ma- 
terials, linseed oil, furniture, tobacco, nails, petroleum, cotton- 
seed oil, lard, tallow, eggs, codfish, herring, crackers, glucose, 
barbed wire, copper wire, pepper, molasses, salt, shovels, and pig- 
iron. Here we find an influence, quite independent of the demand 
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and supply of gold, which has affected so many articles, in so 
marked a fashion, as to give the impression of a general cause. 
Therefore, when we find the appearance of such a cause, it is 
by no means safe to ascribe it, without careful investigation, to 
the gold side of the price-ratio. 


V 


Having, then, presented the facts as to the enormous produc- 
tion of gold since 1895, and the facts as to the rise of prices in 
the same period, can it be said that the former is the cause of the 
latter ? 

Those who adhere to the old quantity theory might reason 
that the indicated new demand for gold, as shown in the increase 
of $2,745,200,000 in the currencies of the gold-using countries, 
is only a statement of the manner in which the new gold has 
entered into circulation, and been offered directly (or in forms 
of credit based on gold reserves) for goods, and thus increased 
prices in general. There are difficulties, however, in accepting 
this argument. In the first place, there is no sych uniformity in 
the movement of the prices of all commodities as would require 
us to put the change in price upon gold itself. In the second 
place, together with the addition of $2,745,200,000 of gold to 
the currencies of the world, we must consider the subtraction of 
about $1,000,000,000 of silver from use as money. Evidently, 
silver was given up when gold could be had in its place—the 
same process which held up the value of gold in the decades 
after 1850. 

Finally, the tendency to high prices, at least in the United 
States, is so satisfactorily explained in almost every instance, 
either by some general influence like the tariffs or the formation 
of “trusts,” or by causes peculiar to the commodity itself, that it 
is not necessary to resort to a cause originating in gold. 


J. Laurence LAUGHLIN 
THE UNIVERSITY OF CHICAGO 








AN ECONOMIC HISTORY OF THE ILLINOIS AND 
MICHIGAN CANAL. I 


I 


The project for the development of a lakes-to-the-gulf water- 
way by means of a canal across the Chicago divide, which even- 
tuated in the construction of the Illinois and Michigan Canal, 
took form in the early part of the nineteenth century. It was an 
integral part of the effort to reduce the burden of transportation 
which led to the general movement for internal improvements 
so characteristic of the period. 

This divide had long been used as a portage, and although 
Gallatin’s plan of 1808 did not provide for adequate connection 
between the Mississippi valley and the Great Lakes, still there 
were persons who strongly advocated this water-way.! How- 
ever, the general interest was too weak to carry it through at 
the time. The War of 1812 revived the plans, and the Indian 
treaty of 1816, extinguishing the Indian title to the section, was 
the first practical step taken toward its accomplishment. Shortly 
after, two reports to the national government on the physio- 
graphic features of the region favored the canal,? as did Calhoun 
in his report as secretary of war in 1819, but it was not until a 
little later, when local interests were more aroused, that any real 
progress was made. 

On the admission of Illinois to the Union the change of the 
boundary line to include Chicago brought the whole project 
within the limits of the state, thus increasing state interest and 
facilitating action. The second General Assembly of the state 
sought the aid of Congress, and asked for authority to construct 
the canal, a donation of public lands, and use of the 2 per cent. 
road fund for this purpose.* The reply of Congress was the 


2Notably Peter B. Porter of New York; vide Annals of Congress, 11th 
Cong., 2d session, II, pp. 1388-93; and A. B. Woodward of Michigan; vide 
Nile’s Register, Vol. VI, p. 139. 

? American State Papers, Miscl., II, pp. 555-57. 

* Illinois Senate Journal, 2d General Assembly, pp. 103, 106. 
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act of March 30, 1822, authorizing construction and granting 
a strip of land for the canal, but only ninety feet additional on 
each side. The state then created a commission which made 
estimates of the cost varying from $639,000 to $713,000. 
Another appeal to Congress for aid failed. Hence the state in 
January, 1825, incorporated the Illinois and Michigan Canal 
Co. with $1,000,000 capital.4 This company was unable to dis- 
pose of its stock, so in 1827 Congress donated the alternate sec- 
tions of land in a strip five miles wide on each side of the canal 
route. In 1829 a second state commission was appointed to 
raise funds by selling land, securing a loan, or otherwise, but its 
efforts proved vain, and in 1833, after a lingering existence, 
during which its members became convinced that a railroad 
would be better than a canal, it was abolished. In the political 
campaign of 1834 the question of a canal was uppermost in the 
northern part of the state, and a staunch supporter of the water- 
way was elected governor. Finally, by act of February 10, 1835, 
a third canal commission was provided for and given the power 
to raise funds and start construction. 


II 


It was a Herculean task that the young state had set for itself, 
but, led on by that large optimism which has ever been character- 
istic of the continually advancing West, the people of Illinois 
were not dismayed by the magnitude of the undertaking. With 
prophetic vision they beheld the completed canal bearing on its 
placid waters the products of the East, the West, the North, and 
the South ; they saw the cities, villages, farms, and factories which 
would ultimately come into being along its course; but they did 
not see so clearly the intervening difficulties, which lay, like the 
sunken road of Ohain, between project and accomplishment. For 
ten years the commercial and industrial importance of the Erie 
Canal had been a familiar story to the people of Illinois, and they 
confidently expected to see that history repeated in their own 
state. 

The undertakng had been long delayed because of the lack of 


*Laws of Illinois, 4th General Assembly, 1st session, pp. 160-64. 
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funds with which to pay the cost of construction, but New York 
and Ohio had financed their canals by means of loans. Pennsyl- 
vania had undertaken a great system of internal improvements 
financed in the same way. With the land grant as a basis, and 
with the expected earnings of the canal as an additional security, 
the method of loan financiering seemed entirely feasible.® It was, 
therefore, to this method that the state first turned, and on this 
method it chiefly depended to the end. 

The act of February 10, 1835, which provided for the 
appointment of the new canal commission, authorized the gov- 
ernor to negotiate a loan not exceeding $500,000 on a pledge of 
the canal lands and tolls and “such other means as the govern- 
ment of the United States may hereafter give toward the con- 
struction of the Illinois and Michigan Canal.’’® As evidences of 
indebtedness the state issued certificates known as Illinois and 
Michigan Canal Stock, drawing 5 per cent. interest and payable 
at the option of the state any time after 1860.‘ The proceeds 
of this loan as well as those from the sale of lands and lots, and 
from the later operation of the canal itself, when completed, were 
to constitute a canal fund intended entirely for the construction 
of the canal and the payment of interest on the canal debt. 

Correspondence was at once entered into with New York 
financiers, and ex-Governor Edward Coles was appointed the 
special representative of the state to visit the eastern cities and 
negotiate the loan.* But his efforts with the financiers of New 
York and Philadelphia and with the agents of the Rothschilds 
proved entirely futile. Basing their opinions on the experience of 
the Erie Canal, some of the New York bankers were convinced, 
however, that the loan would eventually be a safe one because, by 
giving to Illinois both an eastern and a southern seaport con- 

® Report of the Senate Committee on Internal Improvements, in JIlinois 
Senate Journal, 1834-35, PP. 97-99. 

*The members of the General Assembly, as well as Governor Duncan, 
believed that if the land grant already made should prove inadequate to pay for 


the construction of the canal, the federal government would supplement it by 
further grants. 


7 Laws of Illinois, 1834-35, pp. 222, 223. 
SJilinois House Journal, 1835-36, pp. 12, 13. 
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nection, the canal would lead to such an economic development 
of the region as greatly to enhance the value of the canal lands ;® 
but in the meantime no sufficient provision was made for the pay- 
ment of the interest if the sale of lands and lots should fail to 
provide the necessary funds. Furthermore, as interest rates in 
this country were at that time higher than 5 per cent., it would 
be necessary to dispose of the canal stocks in Europe, and the 
European financiers were not disposed to accept loans based on 
wild lands in the United States.1° Other states had pledged the 
taith of the state in support of the loans which they had raised 
for similar purposes, and the bankers who had taken up their 
stocks would not accept those of Illinois on any other terms."! 
As a result of his experience and the conferences held with 
the financiers, Coles became convinced that the loan could be 
raised only on a pledge of the faith of the state for the payment 
of the principal and the interest.127 Having been brought to the 
same conclusion, Governor Duncan urgently recommended to the 
General Assembly that such a step be taken. He the more readily 
made the recommendation because he was convinced that in no 
case would the burden of the debt fall on the state. Basing his 
opinion on the prices received by the federal government at the 
sale of its alternate sections of land at Chicago in the previous 
June, he considered the market value of the canal lands ample 
to reimburse the state.1* He expected the value of the land would 
continually advance with the progress of the work, and ultimately 
bear the entire cost of the construction. Furthermore, having 
but recently left the halls of Congress, he thought he knew the 


*Letter of J. Delafield, president of the Phoenix Bank of New York, to 
Edward Coles, April 20, 1835, Jllinois House Journal, 1835-36, pp. 19-21. 

* Letter of Edward Coles to Governor Duncan, dated at Philadelphia, April 
28, 1835, Illinois House Journal, 1835-36, pp. 14-18. 

“Letter of J. Delafield to Edward Coles, dated New York, April 20, 1835, 
Illinois House Journal, 1835-36, pp. 19-21. 

“Letter of Edward Coles to Governor Duncan, in Jilinois House Journal, 
1835-36, pp. 14-18. Vide also letter of Charles Butler to Edward Coles, 
ibid., 1835-36, pp. 21, 22. 

* The estimates of the market value of the land at that time varied from 
$1,000,000 to $3,000,000, but probably averaged about $2,000,000. 
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temper of that body well enough safely to count on an additional 
grant of land if it should be found that the grant already made 
was not sufficient to cover the expense of constructing the canal." 
The recommendation met with a ready response on the part of 
the General Assembly.’®° Accordingly, on January 9, 1836, a 
new act was passed reorganizing the canal commission and pled- 
ging the credit and faith of the state to the payment of the 
principal and interest of the loan.’® 

A new commission was appointed at once and used every 
effort to get the canal under way at the earliest possible moment, 
believing that the more actively the work was pushed, the easier 
would be the task of financing it.17 But the fact soon became 
apparent to the commissioners that the magnitude of the under- 
taking had been generally misunderstood. James M. Bucklin’s 
estimate of $4,043,086.50 as the cost of a lake-fed canal, 
although, at the time made, regarded by the friends of the 
project as excessive, was now found to be entirely too low for 
the construction of a canal of the dimensions which its place 
in a great system of waterways and its probable future traffic 
would demand.'® Therefore, although the initial expense of 
the canal would be greatly increased, the commissioners deter- 


* Governor Duncan’s message, December 8, 1835, Illinois Senate Journal, 
1835-36, Pp. 7. 

* The Senate Committee on Internal Improvements estimated the value of 
the canal property as follows: 


ee Re Se es 6. bio 40'055660655460050c0050eReRse een $ 312,500.00 
a Ny eR 5 oii ks 660A dds 4d SaSS AREA ReeEN 50,000.00 
SOU Ss SEN GE TA GOR DE DOT DMNB oid oko ciiddscnceecencscsece 1,386,915.00 
Fractional section 15 adjoining Chicago and containing about 
Se ME Sidkcencteeaiesaeuaghadedevetaecadgdeemecauneet 160,000.00 
ND CII SID 0.5.5: c:ta ken nica picdnadmmaelewia die banonasnaianaa $1,909,415.00 


The committee believed that by adding the value of the water power which 
would be developed, the suggested plan of financiering would be entirely prac- 
ticable.—Jilinois Senate Journal, 1835-36, p. 101. 


*% Laws of Illinois, 1836, pp. 145-54. 


The commission was composed of General William F. Thornton, Colonel 
Gurdon S. Hubbard and Colonel William B. Archer. 

18 Bucklin’s estimate had been for a canal forty-five feet wide at the water 
level, thirty feet wide at the bottom, and having a depth of four feet of water. 
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mined, on the advice of the chief engineer, William Gooding,’® 
to adopt the plan of a lake-fed canal sixty feet wide at the water 
level, thirty-six feet wide at the bottom, and having a minimum 
depth of six feet of water.2° They adopted this plan because 
they were convinced that the increased utility of the larger canal 
would more than counterbalance the increased cost of construc- 
tion, and because they agreed with Governor Duncan that to 
construct a canal adequate to future needs was preferable to an 
enlargement after it had proven inadequate, and was also cheaper 
in the end.22, The work was laid out in three divisions, known 
as the Summit division, the Middle division, and the Western 
division, and these were subdivided into sections of varying 
length. Deeming it good policy to begin operations in the 
vicinity of Chicago, the commissioners, on June 6, 1836, con- 
tracted for the construction of a portion of the Summit division.?* 
It had been intended to contract for the entire division, but, on 
account of the abnormally high wages of labor and prices of 
provisions and supplies, the bids were almost uniformly above 
the estimates of the engineers, and on some of the sections the 
discrepancy between the estimates and the bids was so great that 
the commissioners refused to accept them.?* It was hoped that 


As a former engineer on the Erie Canal, Gooding was aware that New 
York had made the mistake of constructing a canal inadequate to its rapidly 
growing traffic, and desired to prevent the same mistake being made by [IIlinois. 


Report of the Board of Commissioners of the Illinois and Michigan 
Canal, 1836, p. 8 ; 

2 Governor Duncan’s inaugural address, Illinois Senate Journal, 1834-35, 
p. 26. 

= The seven miles of earth excavation from the Chicago River to the “Point 
of Oaks” were divided into half-mile sections. From that point to the termina- 
tion of the Summit division there were twenty-four sections of thirty chains each. 


*=The act of January 9, 1836, required the commissioners to hold a sale 
of lots at Chicago on June 20, of that year, and it was naturally assumed that 
they would bring better prices if active preparations for the construction of the 
canal were being carried on in that vicinity. 

™ Laborer’s wages were from twenty to thirty dollars a month and board. 
Pork at Chicago was from $20 to $30 a barrel; flour from $9 to $12; salt from 
$12 to $15; oats and potatoes, seventy-five cents a bushel; and other articles of 
consumption commanded similar prices.—Davidson and Stuve, History of 
Illinois, p. 479. 
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the experience of the contractors whose bids were accepted would 
demonstrate the possibility of carrying on the work at the lower 
fgures, and that, by the time they had gotten the work under 
way, the prices of labor and materials would decline sufficiently 
so the remaining sections could be profitably taken at the esti- 
mates of the engineers, or even below them. But these hopes 
were doomed to disappointment. Some of those whose bids had 
been accepted found it necessary to abandon their undertakings, 
although such an act involved the forfeiture of a penal bond to 
the extent of 5 per cent. of the amount of the original contract.* 

The work of constructing the canal was formally begun with 
imposing ceremonies, and a great celebration at Canalport on 
the Chicago River, July 4, 1836. But not much progress was 
made during the summer and autumn. Much of the time was 
consumed in preliminary preparations such as constructing roads 
across the marsh on the eastern sections, building houses for the 
laborers, and procuring machinery and other supplies.** Being 
desirous of extending the work as rapidly as possible, on October 
20 the commissioners let the contracts for twelve sections on the 
Western division, including the steamboat basin at La Salle.”7 
Preliminary operations were accordingly begun at the western 
cxtremity of the canal as well as on the Summit level. Owing 
to the scarcity of laborers and to floods in the Des Plaines valley, 
however, but little progress was made on either portion of the 
work during the autumn and winter months.?§ 

The commissioners expected that the work would really 
begin on a large scale with the opening of the following season, 
but in this expectation they were disappointed. In the first place, 
the continued scarcity of laborers along the line of the canal 
seriously retarded the progress of the work till well on toward 
the close of the summer, by which time they had begun to arrive 

*® Report of the Board of Canal Commissioners, 1836, pp. 10, 11. 

* Ibid., 1838, p. 5. 

* Tbid., 1836, p. 11. 

* Engineer's report, Jilinois Senate Journal, 1837, p. 28. With the hope of 
drawing to the Illinois and Michigan Canal laborers from the eastern states, 


advertisements were inserted in the eastern papers offering wages of from $20 
to $26 a month.—Niles’ Register, Vol. 50, p. 388. 
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in considerable numbers from the eastern states and Canada.?® 
In the second place, a threatened change of the plan for the con- 
struction of the canal retarded the letting of further contracts, 
and, consequently, delayed the preparation for pushing the work 
so soon as a sufficient force of laborers could be secured. 

The plan adopted by the commissioners was attacked by 
the I1ouse Committee on Internal Improvements as entirely 
impracticable because beyond the financial ability of the state 
to accomplish. The committee claimed that the estimates of 
the engineers were untrustworthy because, first, they had omitted 
entirely several important items of expense; and, secondly, they 
had underestimated the cost of others.°° By the estimates 
of the committee, the canal would cost $13,253,875.15, or 
nearly $4,600,000.00 more than had been anticipated.*! It 
proposed, therefore, that the “shallow cut” plan be adopted on 
the Summit level, and that the canal should terminate at 
Lake Joliet, slack water navigation being provided from that 
point by means of locks and dams in the Des Plaines River. 
The result of the attack on the plan of the commissioners 


was the reorganization of the canal board and the appoint- 
ment of Benjamin Wright, of New York, as a special engineer 
to re-examine the route of the canal and give to the General 
Assembly an expert opinion on the relative feasibility of the 
two plans.** Wright’s report, made October 23, 1837, strongly 


” Report of Board of Canal Commissioners, 1838, p. 6. 


® The total cost as estimated by the canal engineers was $8,654,337.51.—The 
Seventh Annual Report of the Board of Canal Commissioners, p. 73. 


“The engineers had estimated the excavation at 33 ,%5, cents a cubic yard 
and stone excavation at $1.54 zy. The committee estimated earth excavation 
at 40 cents a cubic yard; stone, one-third at $1.24;%,5, and two-thirds at 
$2.54;§5. It also added 7% miles of slope wall, 18 foot cuttings, at $4.00 a 
perch—$519,540.00; a towing path 26 miles long, 12 feet wide, and 8 feet deep, 
one-half stone at $1.25, and one-half earth at 25 cents per cubic yard—$366,- 
083.00; and a guard lock at the junction of the deep cut with the Chicago 
River at a cost of $45,000.00. In addition to these items the committee esti- 
mated the cost of contingencies and superintendence at $1,329,451.48; and 
improvement of five miles of the Chicago River at $16,565.75. For the entire 
argument of the committee, vide Illinois House Journal, 1836-37, pp. 326-47. 

* The new board consisted of General W. F. Thornton, General Jacob Fry, 
and Colonel J. A. McClernand. Under the act of March 2, 1837, the board 
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supported the plan adopted by the commissioners, and urgently 
recommended the completion of the work on that plan.** This 
report was accepted as removing all doubt of the continuance 
of the work on the plan adopted. 

In the third place, the financial situation in the early part of 
the summer of 1837 tended still further to embarrass the activi- 
ties of the commissioners and the progress of the work. The 
preceding year had been a successful one for the canal finances. 
Under the conditions established by the act of January 9, 1836, 
the canal bonds had become marketable securities. Governor 
Duncan easily negotiated the authorized loan in New York at a 
premium of 5 per cent.*4 The sales of lots had also resulted 
very differently from those of six years before. The real- 
estate market at Chicago had been extremely active for the past 
two years, and the prospect of the early construction of the canal 
gave it a still firmer tone.** Under the favorable market condi- 
tions, the commissioners were able to dispose of 375 lots in 
Chicago in June, 1836, at the total price of $1,355,755,°* and 


became elective by the General Assembly, and subject to its control, instead of 
receiving its appointment from the governor and being subject to his control, 
as its predecessor had been. 

The following extract from Wright’s report indicates his opinion of the 
importance of the work as planned by the commissioners: “The Illinois and 
Michigan Canal, as now projected, and under construction, may truly be con- 
sidered as one of the greatest and most important in its consequences of any 
work of any age or nation. In looking over this connection between the Lakes 
and the Mississippi River, it is ne doubt superior in its advantages to any 
other which can ever be formed. It is the shortest artificial work, with the 
least lockage. The climate, soil, and the capability of productions of the 
country which will be benefited by the construction of this work, will certainly 
equal, if they do not exceed, any other port of the United States; and when I 
view it in this light, I think it justly merits to be executed upon the best and 
most permanent plan, and will justify by its revenue any outlay which may be 
put upon it in reason.”—Report of the Board of Canal Commissioners, 1838, p. 80. 

* At first he refused to sell more than $100,000 of the bonds on the terms 
offered, thinking 5 per cent. too low a premium; but obtaining no better offer 
he sold the remaining $400,000 in 1837.—Illinois House Journal, 1836-37, p. 15. 

® Wright’s “Chicago,” pp. 4, 5. 

*% Four hundred and fifteen lots were sold, but forty of them were forfeited 
by the purchasers’ failing to make the first payment.—Report of the Board of 
Canal Commissioners, 1836, p. 12. 
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three months later, September 26, they sold at Ottawa seventy- 
eight lots for $21,358, an excess of more than $2,000 above the 
appraised value. In accordance with the provisions of the act 
authorizing these sales, one-fourth of the proceeds and the 
interest on the remaining three-fourths were paid to the treas- 
urer of the canal fund. With this sum together with the 
second instalments which would fall due respectively in June 
and September, 1837, and with the proceeds of the loans which 
the governor had been authorized to negotiate,** it was confi- 
dently expected that the work could be readily maintained during 
the year.*® 

The work of the season of 1837 had but fairly gotten under 
way, however, when the panic of that year swept over the state. 
As a means of self-protection the State Bank of Illinois sus- 
pended specie payments on May 24. At that time it held $390,- 
834.89 of canal funds. Moreover, within the next month the 
second instalment of the payments on the Chicago lots, amount- 
ing to something like $375,000, would fall due, and unless other 
provisions were made for the disposal of it, it would become a 
deposit in the Chicago branch of the State Bank. The situation 
presented a grave danger to the prosecution of the work on the 
canal. Under the law of Illinois, if the suspension of specie 
payments should continue for more than sixty days, the bank 
would forfeit its charter.2® Such an event would tie up the 
canal funds during an indefinite period of liquidation. On the 
other hand, if the bank were forced to resume specie payments 
it would soon be drained of its specie and ultimately compelled 
to pay its creditors in depreciated currency. In the first case the 


*™ By the act of March 2, 1837, the governor had been authorized to negoti- 
ate a second loan for $500,000. 


%On May 4, 1837, the treasurer of the canal fund reported the available 
funds for the work of the year as follows: 
Cash in branch bank at Chicago $297,081.53 
Loan to be negotiated by the Governor 500,000.00 
Second instalment of payments on Chicago and Ottowa lots 385,591.39 


$1,182,672.92 
Report of the Treasurer of the Illinois and Michigan Canal, 1837; also pub- 
lished in the Jilinois Senate Journal, 1837, p. 24. 


* Law of February 12, 1835, supplemented by an act of January 18, 1836. 
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work on the canal would have to stop until such time as the state 
could secure other funds with which to carry it on. In the 
second case, the cost to the state would be still further enhanced 
by the depreciation of the currency with which it would have to 
pay its creditors and the consequent higher prices it would be 
compelled to pay for the construction of the portions of the 
work not already under contract, to say nothing of the possibility 
of driving the contractors then at work into bankruptcy. After 
a careful canvass of the situation, Governor Duncan called the 
General Assembly to meet in special session on July 10, and it 
legalized an indefinite suspension of specie payments.*° 

By the autumn of 1837, however, work on the canal had 
assumed the proportions which the commissioners had antici- 
fated several months earlier.** And, although the sudden in- 
crease of a transient population and the consequent enlarged 
demand for materials and provisions in an undeveloped region 
added materially to the financial burdens of the contractors, the 
work was carried forward with such vigor that at the close of 
Governor Duncan’s administration in December, 1838, the entire 
line of the canal was under contract except about twenty-three 
miles of the Middle division between Dresden and Marseilles.** 


“ At the time of suspension the State Bank was indebted to the state as 
follows: 
Capital stock held by state $100,000.00 
Agreement to pay Wiggins loan 100,000.00 
State deposits held - 388,669.51 
Canal funds held in Chicago branch 285,834.89 
Canal fund on N. Y. loan and premium 105,000.00 


$979,504.40 
Vide Governor Duncan’s message, Senate Jcurnal, Special Session, 1837, p. 9 
" The expenditures for work on the canal were $70,902.30 from December 
1, 1836, to June 1, 1837. The expenditures for the year 1837 were $350,649.90. 
Evidently, more than $280,000.00 of this sum was expended after June 1. 


“ Enhanced prices of supplies resulting from the greatly increased demand 
and the difficulty of supplying machinery and tools with which to utilize to best 
advantage the greater labor supply proved so great a financial burden that 
several contractors were forced to abandon their contracts. In order to prevent 
others from pursuing the same course, the commissioners established a store 
at Lockport from which they furnished to the contractors such supplies as were 
not obtainable in the region of the canal, and deducted the price of these 
supplies from the contractors’ monthly estimates. The result was so satis- 
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Several sections of the Western division were completed and 
others far advanced.‘ 

Henceforth the greatest problem of the commissioners was 
that of supplying sufficient funds to enable the contractors to 
continue the work and maintain the labor that was available. 
The two loans authorized by the acts of January 9, 1836, and 
March 2, 1837, had yielded a revenue of $1,036,211.67.44 Up 
to December 3, 1838, $444,292.00 had been received from the 
sale of canal lands and lots. Thus far the funds received from 
these sources had proven sufficient to maintain the work, but it 
became evident that provision must be made soon for further 
available resources if the work was to continue. There had 
already been paid out for work done, $1,434,838.02.4° The 
funds in the treasury were diminishing and the monthly ex- 
penditures on the canal were rapidly increasing.*® A loan of 
$4,000,000, bearing 6 per cent. interest, was therefore author- 
ized,4* and ex-Governor John Reynolds and Hon. R. M. Young, 
at that time a United States senator from IIlinois, were appointed 
special agents of the state to negotiate the loan. 

In April, 1839, Mr. Reynolds negotiated two loans. The 
factory that no more contracts were abandoned, and those that had been given 


up were re-let to the contractors who had continued at work.—Report of the 
Board of Commissioners of the Illinois and Michigan Canal, 1836, p. 6. 

*8 Governor Duncan’s message, December 4, 1838; Illinois House Journal, 
1838-39, pp. 13, 14. 

“Each act authorized a loan of $500,000.00. The first loan was placed in 
two instalments of $100,000.00, and $400,000.00 respectively, and at a premium 
of 5 per cent. The second was placed at par. The proceeds of the two were 
as follows: 


$500,000 at § per cent. premium $525,000.00 
500,000 at par. 500,000.00 


$1,025,000.00 
Interest on deposits 11,211.67 


Aggregate proceeds $1,036,211.67 
Report of Board of Canal Commissioners, 1838, p. 53. 


“© Report of the Board of the Canal Commissioners, 1838, p. 61. 

“The increase of expenditures is roughly indicated by the following state- 
ment of annual payments for work done on the canal: 1836, $39,260.58; 1837, 
$350,649.90; 1838, $911,902.40. 

“ By act of February 23, 1839. 
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first for $300,000 was placed with John Delafield, president of 
the Phoenix Bank of New York. By the terms of this loan, 
however, it would not afford much financial aid to the work on 
the canal till late in the year.*8 The second gave more immediate 
results. It was for $1,000,000, and was placed with Thomas 
Dunlap, president of the United States Bank of Philadelphia.* 
By agreement, the proceeds of this loan were paid in monthly 
instalments of $100,000 each. This sum, however, was not 
sufficient to meet the demands on the canal funds. By the first 
of May the monthly expenditures had reached the neighborhood 
of $150,000, and on the first of June the canal funds showed a 
deficit of $208,000.5° To meet this deficit Governor Carlin 
placed $500,000 of state bonds in the hands of General W. F. 
Thornton, president of the Board of Canal Commissioners, for 
sale in the local market. Of these bonds, General Thornton 
sold $100,000 in Chicago at a premium of I per cent., but was 
unable to dispose of the remainder on satisfactory terms.*! 
Arrangements were therefore made with the State Bank of 
Illinois to furnish the state sufficient funds, supplementary to 
the instalments from the United States Bank, to prevent the 
necessity of curtailment in the forces on the canal during the 
remainder of the year. 

The most pressing and immediate needs having been pro- 
vided for, Reynolds and Young endeavored to float the re- 
mainder of the authorized loan in London, but the condition of 
the money market made it impossible to sell the bonds at par.*? 
After considerable negotiation, they placed $1,000,000 of ster- 
ling bonds drawing 6 per cent. interest, with the brokerage firm 
of John Wright & Co. for sale at a minimum of gI per cent. 
of par value, and with the understanding that these bonds should 

* By terms of the contract, $50,000 was to be paid within fifteen days after 
the delivery of the bonds, another $50,000 on August 1, and $50,000 on the first 
of each month from October to January inclusive. 

“Governor Carlin’s message, December 10, 1839, Illinois House Journal, 
Special Session, 1839-40, p. 19. Also, Carlin’s letter to Ford relative to the 
sale of bonds, etc., Jilinois Senate Reports, 1842-43, p. 172. 

® Governor Carlin’s message, December 10, 1839. 

" Ibid. * Ibid. 
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be replaced by others of like amount and rate but bearing interest 
payable semi-annually instead of annually as these bonds did.°* 
On this deposit of bonds, Wright & Co. advanced £30,000 
which, by the terms of the contract, yielded the canal funds 
$145,188.54 The firm, however, failed before the delivery of 
the new bonds, and no further funds were available from this 
source. 

At the beginning of the year 1840 the canal treasury was 
once again in a depleted condition, and on the first of March 
the commissioners were forced to the expedient of issuing to the 
contractors checks bearing 6 per cent. interest and payable at 
such time as the necessary funds should be provided.*® An 
effort was made to replenish the treasury by a further sale of 
bonds, and in order to increase their marketability the act of 
February 1, 1840, directed the commissioners to sell enough 
lands and lots to pay the interest on the canal loans. But sales 
extending over a period from June 30 to July 13 yielded only 
$7,387.06, and this sum was principally paid in canal scrip.*® 
Finding it impossible to continue the sale without such a reduc- 
tion in the price of the land as would, in their judgment, preju- 
dice the interests of the state. the commissioners abandoned the 
effort to raise funds by this means.®* At this juncture the con- 
tractors held a meeting at Lockport and proposed to take 
$1,000,000 of the authorized bonds at par and bear the discount 
at which they would have to be sold.°® The proposal was 


53 Carlin’s letter to Ford relative to the sale of bonds, etc., Jilinois Senate 
Reports, 1842-43, p- 172. The semi-annual payment of interest was authorized 
by the act of February 1, 1840. 

* Message of Governor Carlin, December 7, 1842. 

% Seventh Annual Report of the Canal Commissioners, p. 112. 

% The sales amounted to $60,775.57, but by the provision of the act of 
February 1, 1840, only one-fourth of the purchase price of the timber land 
was payable in cash and the remainder in three annual instalments, while only 
one-tenth of the price of the prairie land was payable at the time of the 
purchase and the remainder in twenty years. The deferred payments drew 
interest at the rate of 6 per cent. 

Fifth Annual Report of the Canal Commissioners, p. 9. 

General W. F. Thornton, president of the Board of Canal Commissioners, 
and W. B. Ogden and George Barnett, contractors, were appointed a special 
committee to carry on the negotiations with Governor Carlin, 
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accepted and General Thornton, on behalf of the purchasers, 
sold the bonds to Magniac, Smith & Co. of London, at a dis- 
count of 15 per cent.5® This act of the contractors made it 
possible to continue the work for several months longer, but 
with a somewhat diminished labor force.® 

Although the canal treasury had again been drained of its 
funds by March 1, 1841, the contractors continued their work 
and their active preparations for the following season with the 
apparent hope that the General Assembly would be able suc- 
cessfully to solve the financial problem to which it had addressed 
itself throughout the winter. But the legislators proved unequal 
to the task. The large sales of state bonds within the preceding 
decade had surfeited a depressed market with that particular 
kind of security. This fact had been painfully evident for the 
past two years. It was likewise true that Illinois had done her 
part in bringing about this condition of affairs. In addition to 
the canal bonds the state had already placed upon the market, 
in her efforts to finance an elaborate scheme of internal improve- 
ments, evidences of indebtedness of more than $5,600,000.°' 
It was with the greatest difficulty that the state was able to pay 
the interest on its debts on January 1, 1841. Under such cir- 
cumstances a new loan could be floated only at an’ enormous 
discount. With property values depressed and the people clam- 
oring for reduced taxation, the General Assembly was unable 
to do more than to provide for an additional tax of ten cents 
on the $100 worth of property to be set apart exclusively as an 
“interest tax; establish a minimum taxable valuation of three 
dollars an acre on all lands subject to taxation in the state ;** and 
authorize the sale of enough bonds at whatever they would bring 

® Seventh Annual Report of the Canal Commissioners, p. 113. 

“ The amount paid for work in 1839 was $1,479,907.58; for 1840, $1,117,- 
702.30; and for 1841, $644,875.94. Between March 1 and November 1, 1840, 
the payments were $832,888.20, and between November 1, 1840, and March 1, 
1841, they were $280,940.46.—Seventh Annual Report of the Canal Commission- 
ers, pp. 65, 113. 

"On December 7, 1842, the internal improvement debt was $5,614,196.94. 
As work on these improvements had been stopped in 1840, the debt had not 


increased much after that date.—Jilinois Senate Reports, 1842-43, P. 7+ 
@ By the act of February 21, 1841. 
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in the market to meet the interest on the public debt for the next 
two years.®* 

The failure of the General Assembly to provide further 
means for the maintenance of the work was interpreted as the 
abandonment of the canal to its fate. As many of the contract- 
ors as were able to abandon their work without too heavy finan- 
cial losses did so. Others continued for a time, but reduced 
their forces as rapidly as conditions would warrant. There were 
only two possible sources of payment to the contractors, namely, 
state bonds and warrants drawn against a future canal fund. 
Both of these methods were resorted to. Such contractors as 
were able to meet their own expenses and wait for their pay 
accepted the bonds until the depreciation became so great as to 
render this means of payment impracticable.** The alternate 
method of payment was introduced by the commissioners in 
May, 1841, in order to relieve the embarrassments of those con- 
tractors whose finances did not enable them to meet their accruing 
obligations. To the extent of the amount due them, the con- 
tractors were permitted to draw orders in favor of their creditors 
against the commissioners, which orders became negotiable after 
having been formally accepted and recorded by the secietary of 
the board.®* For a time these orders served as currency along 
the canal. But, although receivable in payment for canal lands 
at the sale to be held in November, 1841, the issue soon exceeded 
the demand and depreciation began. Naturally, the depreciation 
of this medium of exchange soon put a stop to that method of 
payment and all work on the canal was at an end except in the 
case of a few contractors who were willing to bear their own 
burdens and await a better day for their compensation.** 


In order to raise the necessary funds to pay the interest on the state 
debt July 1, 1841, $804,000 in interest-bearing state bonds were hypothecated 
with Macallister and Stebbins of New York as a guarantee of a loan of $321,600. 
From this time on no more interest was paid on the state debt till the trustees 
took charge of the canal in 1845. 

“In this way $197,000 was paid in the latter part of 1841 and early part of 
1842.—Illinois Senate Reports, 1842-43, pp. 16, 172. 

® Seventh Annual Report of the Commissioners of the Illinois and Michigan 
Canal, p. 115. 

* Illinois Senate Reports, 1842-43, p. 16. By the act of February 21, 1843, 
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After the failure of the State Bank in February, 1842, the 
financial affairs of the state seemed to be in a hopeless condition. 
The state debt was nearing the $14,000,000 mark, and was in- 
creasing at the rate of $830,000 a year from the one item of 
accumulating interest.°* The credit of the state had sunk 
so low that in June its obligations sold at public auction in 
Chicago at from eighteen and one-fourth cents to twenty-four 
cents on the dollar, while the bills of the defunct State Bank 
brought thirty-eight and one-fourth cents.°* There were not 
lacking those who openly advocated a policy of repudiation. 

In this crisis the canal seemed the only hope of the state.*® 
A completed canal would aid the state finances both directly and 
indirectly. It would give direct aid by yielding a revenue which 
would offset a portion of the interest charges which the state 
was then unable to meet. Indirectly it would bring larger 
revenues to the treasury by increasing the basis of taxation, 
first, through the raising of property values by the capitalization 
of the diminution in transportation charges; and, secondly, by 
making the state a more attractive place for settlement and in- 
vestment through this provision for lightening its financial 
burdens, which would tend to draw the population and capital 
that naturally shun a debt-ridden community with its exorbitant 
taxes. The increased land values resulting from the opening 
of the canal would also enable the state materially to diminish 
the burden of the debt by liquidating a large portion of it 
through the sale of canal lands. In short, the difference between 
a completed and an uncompleted canal meant the difference 
between a solvent and an insolvent state. These facts were 


provision was made for the payment of damages sustained by the suspension of 
work, and by the act of March 3, 1843, all claims against the canal were to be 
investigated and, when approved, they and the accrued interest should be 
charged against the fund of $230,000 appropriated for settlement with the 
contractors. 

"On December 1, 1842, the debt amounted to $13,836,379.65, and the 
interest for the year was $830,182.77.—Illinois Senate Reports, 1842-43, P. 7- 

® Chicago Democrat, June 8, 1842. 

® Report of the Senate Committee on Canal and Canal Lands, Illinois 
Senate Reports, 1842-43, pp. 90, 91; also Report of the House Committee on 
Finance, Jilinois House Reports, 1842-43, pp. 6, 7. 
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clearly enough perceived,’® and there was no lack of desire on 
the part of the state officials to bring the work to its final con- 
summation ; but that would involve an additional expenditure of 
more than $3,000,000, and in the insolvent condition of the state 
the raising of such a sum was clearly impossible.*? 

In this extremity the friends of the canal bethought them 
of the old “shallow cut” plan. It was estimated that $1,600,000 
would suffice to complete the work on this plan, and it was 
deemed practicable to raise this sum on a pledge of the canal 
and the canal lands and revenues. The principal holders of 
canal bonds in New York also looked upon the plan as feasible.*? 
Consequently, by the act of February 21, 1843, the governor was 
authorized to negotiate a loan for the amount and to secure its 
payment by a deed of trust. The canal and all its property were 
to be turned over to three trustees, two of whom should be chosen 
by the subscribers to the new loan and one appointed by the 
governor. These trustees were authorized to hold and manage 
the canal for the benefit of the creditors,’* under such restric- 
tions as would safeguard the interests of the state.74 

Governor Ford appointed Charles Oakley and Michael Ryan 


*” Illinois Senate Reports, 1842-43, pp. 90, 91. 

7 William Gooding, the chief engineer of the canal, estimated that the 
sum of $3,098,169.29 would be required to complete the work on the plan on 
which it was being constructed.—Seventh Annual Report of the Canal Com- 
missioners, p. 66. 

Justus Butterfield, of Chicago, is said to have first suggested the plan to 
Arthur Bronson, of New York, one of the large holders of canal bonds. 
Whether this statement be true or not, the friends of the canal eagerly took 
up the idea. In the summer of 1842 Michael Ryan, chairman of the Committee 
on Canal and Canal Lands in the Illinois Senate, visited New York and dis- 
cussed the plan with the leading bond-holders, who took kindly to the idea. 

In the interest of the subscribers to the new loan the act directed the 
disbursement of the income of the canal, after the payment of the incidental 
expenses, as follows: first, interest on the loan; secondly, interest on other 
canal bonds held by subscribers to the loan; thirdly, interest on canal bonds 
held by non-subscribing bond-holders; and fourthly, payment of the principal 
of the loan. 

* Among the important provisions of the act safeguarding the interests of 
the state were those limiting the conditions of the sale or lease of the lands, 
lots, and water power of the canal. For the provisions of the act in full, see 
The Laws of Illinois, 1834, pp. 54-61. 
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as agents to negotiate the new loan. Having first received 
assurances that the American creditors would subscribe their 
proportion, Oakley and Ryan hastened to Europe; but the 
foreign creditors were less inclined to take a favorable view 
of the proposed loan than those in America had been.7* How- 
ever, it was finally arranged that Abbott Lawrence, Thomas H. 
Ward, and William Sturgis, of Boston, should designate two 
competent men to examine the conditions of the work and report 
to the creditors the value of the property and the amount of debt, 
including accrued interest, charged against it. This service was 
performed by ex-Governor John Davis, of Massachusetts, and 
Captain William H. Swift, of the engineering corps of the 
United States Army. During the winter of 1843-44 these men 
made a personal investigation of the condition and the possi- 
bilities of the canal.7® Their report to the creditors, dated March 
I, 1844, was entirely confirmatory of the reports of Ryan and 
Oakley. They found that on January 1, 1844, the total canal 
debt was $5,390,697.57. Offsetting against this debt the sum of 
$150,209.83 redeemed and in the contingent fund, and $393,- 
034.91 of securities held against canal lands sold, the net debt 
was found to be $4,847,402.83.77 On the side of assets the state 
could offer besides the canal 230,476 acres of land which Davis 
and Swift estimated would be worth ten dollars an acre at the 
completion of the canal, and 3,491 lots in the cities and towns 
of Chicago, Lockport, Ottawa, and La Salle, valued at $1,900,- 
ooo. The canal itself was considered to be worth $5,000,000. 
In addition to this $9,204,670 of physical property, it was esti- 
mated that the rentals for water power would aggregate from 
$75,000 to $100,000 a year, and that the tolls for the second 


™ The attitude of the European creditors in 1843 was fully set forth in a 
letter of Baring Brothers & Co. to Charles Oakley, October 18, 1844, which 
was later published in the Jilinois and Michigan Canal Documents, pp. 24-29. 
Also in a letter of Charles Oakiey to J. S. Zieber, dated at London, July 18, 
1843, and published in the Chicago Democrat, August 23, 1843. 

* Illinois House Reports, 1845, p. 315. 

™ Davis and Swift's Report of the Illinois and Michigan Canal, 1844, pp. 
13, 14. There are some slight discrepancies in the figures in the report, but 
they seem to be due to either clerical or typographical errors and do not affect 
its importance materially. 
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year of the operation of the canal would reach $363,865.25.7° 
In view of these facts the report recommended the acceptance 
of the loan as an entirely safe financial proposition. 

The experience of European holders of American internal 
improvement bonds, however, had not been a pleasant one. For 
the most part they had been unable to get interest on their bonds, 
and these were consequently greatly depreciated in value. But 
the holders of Illinois and Michigan canal bonds were reassured 
by the correspondence of the report with the assertion of Ryan 
and Oakley and more particularly by the personal statements 
of ex-Governor Davis who visited London in the summer of 
,844 on invitation of Baring Brothers & Co. and Magniac, Jar- 
dine & Co., representing the creditors. As a result of the 
report and of these conferences, the European creditors agreed 
to take the full amount of the new bond issue apportioned to 
them on the basis of their holdings of the earlier issues,’* pro- 
vided the state would restore the interest tax which had been 
repealed in 1843.8° The state readily complied with this very 
reasonable condition.*! By the act of March 1, 1845, provision 
was made for an interest tax of one and one-half mills on each 
dollar of property values. 

In the meantime the creditors had subscribed the remainder 
of the loan and elected Captain Swift, of Washington, and David 
Leavitt, of New York, as trustees; and the governor had 


* Davis and Swift’s Report of the Illinois and Michigan Canal, 1844, p. 42. 
This estimate of the earning capacity of the canal was far too high, as shown 
by the earnings when completed. The tolls for the second year of operation 
were $118,375. 

™It was expected that the holders of earlier issues would subscribe to this 
one to the extent of 32 per cent. of their holdings. This would enable them to 
register their old bonds under the act of February 21, 1843, thereby making 
them a sort of second mortgage on the canal and its property and revenues. 

* Illinois Senate Reports, 1844, pp. 80-96. 

"That the land owners were not all averse to such a tax is shown by the 
fact that on January 18, 1844, John Wentworth sent from Washington to the 
governor of Illinois a petition from holders of Illinois land to the amount of 
nearly $1,000,000 asking that the property in the state be taxed to raise funds 
to pay the interest on the state debt, reasoning that an improvement in the 
financial condition of the state would react on property values.—Wentworth’s 
letter in the Chicago Democrat, January 31, 1844. 
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appointed General Jacob Fry as the state member. In June these 
trustees assumed the trust and began active preparations for 
resuming the work on the canal. On June 21 they called for the 
first-instalment of the new loan to be paid on September 20 fol- 
lowing.*®? 

While the arrival of the funds was awaited, the neces- 
sary preparations for the resumption of work were under 
way. In accordance with estimates submitted by Charles 
B. Fisk and William Gooding, the former contractors were 
allotted the work on their old sections,$* July 22, and on August 
18 those sections not pre-empted by the former contractors were 
let to the “lowest responsible bidder.”** These contracts evi- 
denced the change in the economic condition of the region since 
1836. In that year the country generally was on the crest of the 
wave of prosperity. High prices prevailed. This condition was 
magnified in the region of the canal with its suddenly acquired 
population and its undeveloped resources, and the necessity of 
importing all needed supplies. In 1845 the country was slowly 
recovering from a period of industrial depression. Prices were 
relatively low. Food supplies were particularly cheap in the 
region of the canal, where they were now produced in abun- 
dance.*® As a consequence, although the new estimates were far 


“Captain Swift’s Report to the Creditors, 1849, p. 5. Also, the Chicago 
Democrat, June 25, 1845. 

Section seventeen of the act of February 21, 1843, provided that on 
resumption of work on the canal former contractors should have priority of 
right in securing the contracts on their old sections, but on an estimate to be 
made by the chief engineer of the Board of Trustees. 

** Report of the Canal Trustees, 1845, p. 3 


® The following comparison of prices was made by Davis and Swift during 
their investigation of the canal: 





Cost in 1836 Cost in 1843 





60.00 
7“ 


Horses, each 

Oxen, per y 

ED ki. cad cal maahiginntedouniind ae wa ceed | 
Flour, per barrel 

Pork, per barrel 


eo 
8.00 


Labor of man per month (average) : | $16.00 
| 





Other articles had been proportionately reduced in price.—Report of the Illinois 
and Michigan Canal, 1844, p. 103. 
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below the earlier ones, the trustees experienced no difficulty in 
finding contractors who would undertake the work at less than 
the estimated cost of completing it.8¢ 

After the period of abandonment. with the consequent dete- 
rioration of the unfinished work, considerable time was con- 
sumed in general repairs and preparation for the resumption of 
the actual work of construction.8%* The act of February 21, 
1843, required the completion of the canal within three years 
after it should be turned over to the trustees. In spite of delays 
caused by floods and by an unusual amount of sickness among 
the laborers, the work was completed in the allotted time and 
was opened for navigation in April, 1848. 

For the next twenty-three years the efforts of the trustees 
were devoted to building up the traffic of the canal and to the 
payment of the canal debt. The expenditures on the work before 
it passed into the hands of the trustees amounted to $5,039,- 
248.04, of which $4,674,637.23 had been paid for construction 
and $364,610.81 for contingent expenses.*® The trustees ex- 
pended $1,429,606.21 in completing the canal and constructing 
feeders to furnish the water supply, rendered necessary by the 
adoption of the “shallow cut plan” which raised the canal on 
the Summit level twelve feet above the datum line of Lake 
Michigan.*® But these sums did not comprehend the entire 
canal debt.°° Aside from the outstanding bonds to the amount 
of $5,383,000, the debt was composed of interest-bearing canal 
scrip, non-interest-bearing canal scrip, ninety-day circulating 
checks, balances due to contractors, damages awarded for in- 


Portions of the work estimated at $171,700 were let for $148,100, and 
feeder contracts estimated at $141,500 were let for $133,200.—Report of the 
Canal Trustees, 1847, p. 26. 

Report of the Canal Trustees, 1847, p. 26. 

8 Eighth Annual Report of the Acting Commissioner of the Illinois and 
Michigan Canal, p. 3. Cf. Report of the Secretary of War, 1887, Vol. II, Part 
3, Pp. 2146-48, which gives the expenditures by the commissioners as $5,133,- 
062.21 and by the trustees as $1,424,619.29. 

® Three feeders were constructed: (1) from the Fox River at Dayton to 
Ottawa; (2) from the Kankakee River to the Dresden level; (3) from the 
Calumet River through the “Sag” to the Summit level. 

” Final Report of the Trustees, 1871, p. 9. 
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juries sustained by the canal’s crossing private property, and 
accumulated interest.®? 

The funds with which to meet the accruing interest on this 
debt and with which ultimately to liquidate the debt itself were 
gradually accumulated from the sales of lands, from tolls derived 
from the operation of the canal, from rents of lands and water 
power, from interest on the canal funds when deposited with the 
banks, from interest on the unpaid instalments on the lands sold, 
and from a few minor sources.®? 

The burden of the liquidation of the debt was increased, 
first, by the length of time which elapsed between the beginning 
of the work and the final payment of the bonds and accounts. 
The trustees paid $2,155,622.38 in the discharge of the arrears 
of interest on the registered bonds, and $2,457,276.46 may be 
charged to the operating expenses of the canal while used as a 
fiscal agent for the payment of the debt.®* Secondly, the burden 
of the debt was increased by the monetary and banking conditions 
prevailing in the country during the period of the trust. Between 
1848 and 1863, $14,563.52 was lost through “wild-cat currency,” 
counterfeit bills, and bank failures, and between the former year 
and 1871 the sum of $370,864.42 was expended for premiums 
on gold with which to pay the interest and principal of canal 
bonds held abroad.** 

By the close of April, 1871, the entire debt had been liqui- 
dated except $13,000 of the bonds which their holders had failed 


" Eighth Annual Report of the Acting Commissioner of the Illinois and 
Michigan Canal, pp. 7, 8. 

* Some of these minor sources of income were the sale of wood, timber, and 
stone, the sale of old machinery and implemerts which the state acquired when it 
settled with contractors who were forced to abandon their work in 1842-43, the 
lease of lots, and the advantages occasionally derived from the course of 
exchange. 

"Final Report of the Canal Trustees, 1871, p. 9 

* Prior to 1863 payments on bonds held in London had been made in New 
York at the rate of exchange at which the best bankers’ bills on London could 
be purchased on the day of payment. This method sufficed so long as gold and 
paper had the same value in the money market. When the difference between 
them became material, payments were made in coin.—Swift’s Report to the 
Creditors, 1865, p. 7. 
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to present for payment.®® On April 30, the trustees rendered 
their final report and the trust was dissolved, at which time they 
turned over to the state a cash balance of $95,742.41.°* In the 
main, the finances had been well managed during the continu- 
ance of the trust. There had passed $11,009,507.41 through the 
hands of the trustees with no greater loss than the $14,563.52 
which was lost through bad currency and banking conditions. 
On the other hand, the funds had been so managed as to yield 
$183,303.97 from interest and exchange. 

In the end it was found that the anticipation with which the 
work was undertaken, namely, that the canal lands and revenues 
would pay the cost of construction, had been well founded. 
However, because of the length of the period covered by the 
work of construction and of the acquisition of the funds neces- 
sary to defray the expenses incident to the construction and the 
cost of management and maintenance, the total expenditures had 
been increased far beyond the expected sum. 

J. W. Putnam 


Tue UNIveERSITY oF MIssouRI 

*% These bonds are still outstanding and are carried in the auditors’ accounts 
as “called in by the governor’s proclamation and not surrendered.”—TIllinois 
Auditor’s Report, 1906, p. vii. 

* Final Report of the Canal Trustees, 1871, p. 9. 
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WASHINGTON NOTES 
THE TARIFF CONTEST 

The special session of Congress (61st Congress, Ist session) 
summoned by President Taft for consideration of the tarifi question, 
met on Apri! 15, and the so-called Payne tariff bill (H. R. 1438) 
was introduced on Wednesday, April 17, preceded by a brief mes- 
sage from the President in which prompt consideration of the tariff 
question was recommended. The Payne tariff was immediately 
taken up for general debate; discussed for two weeks (March 22- 
April 3) ; then discussed under the five-minute rule for the purpose 
of amendment for about one week (April 5-9); and passed at 
8:15 p.M. on the latter date. It was immediately transmitted to the 
Senate (April 10); was referred to the Senate Finance Com- 
mittee and reported back to the Senate in a greatly changed 
form, April 12; and was brought up for debate in open session, 
April 15, though actual discussion was deferred until April 19. 
The Payne tariff has thus passed through its first three important 
stages: formation at the hands of the Ways and Means Com- 
mittee; debate and passage by the House; and reconstruction by 
the Senate Finance Committee. 

The leading characteristic of the Payne tariff bill, differentiating 
it from preceding tariffs, has been, up to date, its retaliatory aspect. 
This retaliatory element is found in three features: the provision 
of a maximum tariff schedule, generally about 20 per cent. higher 
than the Dingley rate; the extension of the principle of counter- 
vailing duties ; and the adoption of a retaliatory patent policy. The 
maximum system has been under consideration for a long time and 
was promised by Chairman Payne when the question of tariff 
revision was first taken up. Mr. Payne then merely referred to the 
coming tariff as certain to be a “maximum-and-minimum tariff 
bill,” leaving it open to question whether this maximum-and- 
minimum system should be based on principles analogous to those 
adopted by European countries or should rest upon a foundation of 
its own. As embodied in the Payne tariff bill, the minimum rates 
were to go into operation practically at once, and to be automati- 
cally displaced by the maximum rates whenever it should appear to 
the administrative authorities that any foreign country was failing 
to concede to products of the United States as favorable treatment 

2096 





NOTES 2907 


in its ports as was allowed to products of other countries in such 
ports. The countervailing duty provision was a special develop- 
ment of the maximum idea, inasmuch as it applied countervailing 
duties in cases where export taxes were levied by foreign countries 
(e. g., to South American coffee), or applied higher countervailing 
duties in the case of certain products already on the maximum list, 
or to products nominally on the free list but nevertheless subject to 
countervailing duties when it was made plain that a foreign country 
was discriminating against us by failing to give such a commodity 
free entry to its ports. The retaliatory patent section (sec. 41 of 
the original Payne Bill) provided for applying to patents granted 
to citizens of foreign countries by our own government the same 
set of laws and regulations which were applied by governments of 
foreign countries to patents granted to American citizens. This 
was a piece of legislation which had been demanded for some time 
by manufacturers who felt themselves aggrieved because of the 
discriminatory treatment accorded to our goods by foreign nations. 

In dealing with particular schedules the Payne tariff bill was 
more than disappointing. The wool schedule, elaborately investi- 
gated and analyzed by experts before the Committee on Ways and 
Means, was left very nearly identical with the schedule as it 
appeared in the Dingley Law, notwithstanding the grave abuses 
inherent in it; the excessive protection admittedly accorded by it 
to the industry ; and the fact, recently developed, that it discriminates 
sharply between manufacturers of woolens and of worsteds, greatly 
to the disadvantage of the former. The bill left the silk schedule 
unchanged, notwithstanding that a new draft, altering the duties 
from ad valorem to specific, had for a long time been incorporated 
in the Ways and Means bill prior to the date when reported. The 
cotton schedule was left largely unchanged, except for a surrep- 
titious alteration intended to grant a higher protection upon certain 
classes of goods. In these textile schedules the only notable new 
features were the reduction of wool “tops” from the excessive and 
unreasonable figures of the Dingley Law to a basis equal to the 
duty on scoured wool plus 6 cents per pound; the changing of the 
line of division in third-class wools so as to eliminate the extreme 
discrimination between the coarser and finer wools of this grade— 
injurious as this was to carpet manufacturers; and the introduction 
of a new system of counting threads in cottons whereby twisted 
threads including more than one filament were to be regarded as 
equivalent to a number of threads identical with the number of 
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filaments. The bill dealt with iron ore as had been expected by 
placing it upon the free list while it changed the status of lead and 
zinc ores to a moderate extent. It made a radical change in the 
free list by removing tea to the dutiable schedules at 8 or 9 cents 
per pound according to country of origin, while coffee was practi- 
cally made dutiable by giving it a countervailing duty. On lumber 
the committee disappointed the expectations of those who had hoped 
to see this commodity on the free list. It accorded only a reduction 
from $2 per thousand for rough lumber to $1 per thousand with 
similar changes on the manufactured products. The great outcry 
regarding wood pulp and print paper during the past year produced 
a transfer of wood pulp practically to the free list and of print 
paper to a basis substantially one-third of the old rates. Hides 
went to the free list along with iron ore, and a moderate reduction 
in the duty on shoes was conceded. A farcical cut of 5 cents per 
hundred pounds on refined sugar was likewise introduced; while 
provision was made for the admission of 300,000 tons of sugar free 
from the Philippine Islands. Provision was also made for the 
free admission of a substantial amount of filler tobacco and cigars 
from the Philippines. In spite of the constant demand for the 
abolition of the countervailing duty on petroleum this was retained 
in the bill. The iron and steel schedules were largely rearranged 
but nowhere was the protection cut below a practically prohibitive 
point. The most notable change in these schedules was the reduc- 
tion of the duty on pig iron to $2.50 per ton (in place of $4.00) 
and of the duty on scrap iron to 50 cents per ton. An indefen- 
sible increase in the duties on gloves and hosiery was introduced for 
the sole purpose of getting votes for the maintenance of the House 
oligarchy in its contest over the parliamentary rules. Other 
changes, while extremely numerous, were not of great importance. 

One of the most significant features of the Payne Bill is to be 
found in its sections relating to customs administration. The bill 
provides for a new method of valuing goods in cases where such 
goods have no “home-market vaiue.” In such instances the valua- 
tion for assessing tariff duties is to be not less than the ordinary 
wholesale valuation in the American market. This change alone 
would practically abolish the existing trade treaty with Germany, 
worked out with so much difficulty two years ago, and the other 
commercial agreements resting thereon. Taken in conjunction with 
the maximum-tariff system of the Payne Bill, it of course com- 
pletely alters our commercial relations with foreign countries. The 
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bill itself furthermore introduces serious innovations into the inter- 
nal-revenue system by providing for an increase in the duty on 
cigarettes and tobacco of certain classes. An additional duty on 
beer, which had been suggested at intervals during the winter, was 
omitted as the result of political pressure. Changes in the system 
of applying the customs law administratively were also introduced 
at great length. Were these to be accepted they would go far to 
transfer the customs-administration functions of the Treasury De- 
partment to the Board of General Appraisers or its successors at 
New York. The addition of an inheritance section did little to 
cover the glaring revenue inadequacy of the new measure. This 
was further emphasized by sections providing for a great extension 
of the bond-issuing power of the administration. 

Debate in the House of Representatives, both general and special, 
regarding the Payne tariff bill, revealed a surprisingly low level of 
economic intelligence as well as of political morality. No impor- 
tant innovations were introduced during the discussion. Pressure 
from western men and the necessities of political relationships 
required the taking of votes on petroleum, tea and coffee, barley 
and barley malt, lumber, and hides. The result was to retain hides 
and lumber at the status provided in the Payne Bill; transfer petro- 
leum unreservedly to the free list without any countervailing duty ; 
make tea and coffee free; and somewhat raise the duties on barley 
and barley malt, notwithstanding that they were already practically 
prohibitory in the Payne Bill. Committee amendments proposed by 
the Ways and Means organization itself were of relatively little im- 
portance, the most significant being a change in the arrangement of 
the maximum schedule; the modification of the general retaliatory 
provisions in such a way as to permit colonies and mother countries 
to discriminate in favor of one another without subjecting them- 
selves to our maximum rates; a few alterations in the iron and 
steel schedule ; the elimination of the objectional method of count- 
ing the threads in cotton cloth to establish its dutiable value; and 
the introduction of a provision relieving tobacco farmers of taxa- 
tion as manufacturers of leaf tobacco. With these changes the 
bill passed the House by an almost strictly party vote of 217 ayes 
to 161 nays. One interesting feature of the discussion was the 
protectionist part played by Democrats who sold their votes for 
duties favoring the commodities in which they were interested, irre- 
spective of party lines, although they voted nearly unanimously in 
favor of the motion of the minority leader, Champ Clark, to recom- 





300 JOURNAL OF POLITICAL ECONOMY 


mit the measure with instructions to redraft it along “revenue- 
tariff lines,” with light duties on “necessaries of life.” 

The Senate Finance Committee which had been at work for 
several weeks prior to the passage of the Payne Bill was not entirely 
ready to report when the House measure was sent to it; but in order 
to relieve public suspense resolved to report its minimum schedules, 
leaving the customs-administration provisions and the maximum 
schedules, as well as all other points, for later consideration. In 
the minimum schedules of the Aldrich Bill as reported to the Senate 
on April 12, no changes of an epoch-making sort are observable. A 
great number of modifications were introduced, some of them with- 
out any apparent good reason. The most notable alterations were 
the retransfer of iron ore to the dutiable list at 25 cents per ton; 
the reintroduction of the modes of counting threads in cotton 
cloth in a modified form; the restoration of wool “tops” almost to 
their original Dingley status; the abolition of the new classification 
of third-class wools ; the substitution of a complete system of specific 
for ad valorem duties in the silk schedule; the alteration of the 
provisions for Philippine trade, particularly as regards sugar 
(preference being given to producers of less than 500 tons); a 
rearrangement of the steel and iron schedule; the dropping of the 
inheritance tax; the abandonment of the new Payne bond-issue pro- 
visions, and the elimination of the glove and hosiery increases. The 
committee expressly reserved the right to announce at a later date 
its determination with respect to coal and lumber. The whole 
impression produced by the Aldrich Bill was that it had been 
hastily put together under conditions of severe friction for the pur- 
pose of making a hurried report, leaving the way clear for elabo- 
rate trading later. 

Up to the time that the Payne-Aldrich Bill was reported to the 
Senate it might fairly be said that no provision whatever had been 
made either for solving the revenue problem or for lightening the 
burden of tariff duties resting on the consumer. Official calcula- 
tions showed that the average ad valorem rate of the Payne tariff 
was probably about 1 per cent. higher than the average ad valorem 
rate of the Dingley Law. The Aldrich Bill as reported was if any- 
thing higher than the Payne tariff. Except for readjustments at a 
few points where notorious abuses had existed nothing in either of 
these first drafts could be said to favor the better adjustment of 
rates or the better classification of items. 
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Outlines of Economics. By Ricuarp T. Ery. (Revised and enlarged by 
the author, THomas S. ApAms, Max O Lorenz, AND ALLYN A. 
Younc.) New York: Macmillan, 1908. Pp. xiiit+7o0. 

In the present very unsettled state of opinion with respect to economic 
principles, it is too much to expect that any textbook on the subject will give 
universal, or even general, satisfaction. The book before us, however, seems to 
stand a much better chance of reaching this goal than any of its recent prede- 
cessors. In the first place, while utilizing much that is new, it makes no 
radical departure from the old lines in fundamentals, such as the distinction 
between land and capital, the real nature of capital, the expense theory of 
value, and so on. We are not offered a book for beginners almost wholly 
built up around a single revolutionary doctrine which most of us look on as 
anyhow not yet established. Again, the blending of new and old here given 
to us is not attained by adopting a shallow electicism which results in a con- 
fusing patchwork of inconsistent doctrines. Still another point of superiority 
in this book, at least as compared with that one of its rivals which on other 
grounds stands best, is its more practical, concrete tone, its more temperate 
indulgence in semi-metaphysical subtleties, especially the relatively small use 
it makes of the ideas and dialectical apparatus of the Austrian school. 

A feature of the book to which, in view of Professor Ely’s well-known 
predilections, one is inclined to give appreciative comment is its general sanity 
on most of the burning questions. The chapters discussing money and social- 
ism, in particular, are notably moderate in tone and at the same time really 
excellent on other grounds. 

As respects the general plan of treatment, Professor Ely and his collaborat- 
ors follow in the main the traditional lines, save that they devote to indus- 
trial history some fifty or sixty pages which could far better be used in giving 
a descriptive account of industrial structure. Such an account would furnish 
the student with that knowledge of the concrete side of economic matters which 
is manifestly much needed and yet is too frequently lacking with the typical 
college boy. One feature in the general plan of treatment which appeals strongly 
to the present writer is the fact that a quite full treatment of “exchange” is 
given before “distribution” is taken up. I have never been able to understand 
how a teacher of economics who considers “distribution” to be chiefly a prob- 
lem of value—and this is the attitude of most of us—can bring himself to 
undertake its treatment before he has presented a thorough discussion of 
“exchange.” 

The work of course has its defects. The importance of precision -and 
logical rigor in definition and reasoning can doubtless be exaggerated; but one 
cannot help feeling that Professor Ely and his collaborators might well have 
taken a little more pains in these respects. The definition of exchange value, 
namely, “the exchange value of a good is a quantity of other goods that can 
be obtained for it” (p. 157), is not satisfactory. Such a method of expression 
confuses the definition of value with a statement of the quantity of value. 
Again, it seems undesirable to identify subjective value and marginal utility. 
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Marginal utility may be, often is, the cause and determinant of subjective value; 
but it is not the same thing as subjective value. 

Another definition open to criticism is that of “vested rights” on p. 22, as 
“pecuniary interests which are legally recognized to be such that they cannot 
be impaired by public action without indemnification.” This is putting into a 
definition a proposition with respect to the thing defined which many people 
believe to be true, but which, whether true or false, forms no part of the 
definition. Vested rights probably ought not to be impaired without indemni- 
fication. But they would still be vested rights even if society should decide 
otherwise. 

Turning to the matter of logical rigor and consistency in reasoning, one 
finds it difficult to reconcile the statement on p. 223, which implicitly defines 
the standard of value as that which “fixes the value of the dollar,’ with the 
denial on p. 242 that the greenback was the standard during the suspension of 
specie payments. The fact that “the value of the greenback dollar was the 
value of the gold dollar discounted according to the outlook for the ultimate 
redemption of the greenbacks in gold” has no bearing on the case. The value 
of the greenback dollar, however determined, fired the value of the dollar, and 
hence it was the standard, 

Again, the reasoning on p. 219, where it seems to be contended that the 
maintenance of a standard coinage from which a seigniorage is regularly 
deducted is theoretically impossible, is unsatisfactory. Of course no one wants 
such a coinage, and during the ages when it was in vogue the task of main- 
taining it proved well-nigh impossible. But one finds it hard to believe that 
failure is inevitable on theoretical grounds. Doubtless the overrated coins 
would have to be worth more than the bullion in them and that, too, wherever 
they were used. But this simply means that they would not be used at all 
where they would have to pass as bullion, i.e, in foreign trade. Exchange 
houses would pay foreign balances in gold bullion exclusively, buying that 
bullion with coin just as in greenback days they bought it with fiat paper. 

Another passage which seems to show some confusion of mind is one on 
Pp. 159 which contains a summary rejection of the classic doctrine that com- 
petitive prices are natural and right prices—the ground of this rejection being 
that competitive prices are determined under the conditions fixed by such 
fundamental institutions as private property in land and capital and, hence, to 
affirm the legitimacy of competitive prices is to assume the legitimacy of the 
said fundamental institutions. Now this is a confusing of two quite different 
things. The distribution of income in the present order is obviously influenced 
in a very fundamental way by the institutions alluded to. But prices furnish 
another story. Many of us consider it comparatively easy to prove that even 
under a socialistic order, with private property in land and most capital goods 
entirely shut out, prices would have to be determined at substantially the same 
relative points as they are today. 

Another position taken by Professor Ely, which seems to the present writer 
quite untenable, is that Marx held to the labor theory of value only in the sense 
that relative values ought to be determined by relative labor costs. Not to 
emphasize the patent disregard of Marx’s own statements, as literally inter- 
preted, such a reading takes away the whole theoretic point of capital. The 
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heart of Marx’s indictment of the present order is his surplus-value theory 
of profits—actual profits; and this theory of profits he builds on the labor 
theory of values. But it surely is obvious that the only theory of values 
which can be of use in explaining actual profits is one which itself explains 
the values now existing, not those which ought to exist. 

In general, however, this book seems to the reviewer much the best of 
those available for a general course in schools of collegiate or university grade. 

F. M. Taytor 


UNIVERSITY OF MICHIGAN 


The Origins of the British Colonial System 1578-1600. By G. L. Beer. 

New York: Macmillan, 1908. 8vo., pp. vii+438. $3.00. 

The pleasure afforded students of colonial economic history, on the announce- 
ment of another book by the author of British Colonial Policy 1754-1765, will 
be further increased on reading in the Preface of the new volume that this is 
“the first of a series whose purpose is to describe and explain the origins, estab- 
lishment, and development of the British Colonial System up to the outbreak 
of the disagreements directly culminating in the American Revolution.” The 
task thus set, as the author points out, involves a study of the underlying 
principles of English colonial policy, especially as expressed in the laws of 
trade and navigation; the English fiscal system; the economic life and legisla- 
tion of the colonies; the administrative machinery for enforcing the laws and 
its efficacy; and finally, the contemporary political conditions generally. 

The point of view taken by the author, as may be surmised by those 
familiar with his previous work, is that of the British Empire. In the ideal of 
those who were trying to develop a great, powerful, self-sufficient empire he 
finds the key to a proper understanding of Great Britain’s colonial system. It 
was this ideal which furnished the fundamental motive of the system, and a 
failure to appreciate this fact inevitably means an inability either to compre- 
hend the system or properly to pass judgment upon it. Writers, especially 
those in this country, undoubtedly have too long overlooked or failed fully to 
appreciate this side of the issue, and we are under no slight debt to Dr. Beer 
for the admirable way in which he is developing it. 

As the author sees it, the movement to colonize America was essentially 
economic in character. England, in sanctioning the movement, accepted the 
responsibility of defending these possessions, and thus justly expected a return, 
since at this time colonies, in so far as they took away population, tended to 
weaken England. The compensation which England received in return came} 
through the trade of the colonies, and the British colonial system was simply 
the body of regulations enacted to make sure that this advantage accrued to 
England instead of her foreign rivals. In short, the system was not one of 
pure exploitation of the colonies solely for the benefit of England, but rather 
one of mutual benefits and reciprocal duties on the part of both the colonies 
and the mother country: the colonies received protection and in return sub- 
mitted to a regulation of their commerce, while England undertook the burden 
of defense and was compensated by her control over colonial trade. On this 
plan they were trying to build up a great self-sufficing empire. 

In his study of the early development of this system the author naturally 
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finds it necessary to give a great deal of attention to the regulation of tobacco, 
that being the chief colonial export of the time. A careful examination of the 
regulations adopted for the colonies, and also the English fiscal situation with 
which it was closely connected, leads to the conclusion that the disadvantage to 
the colonies of having to ship all their tobacco through England (this, as is 
pointed out, being the general tendency displayed in even the earliest regula- 
tions) was more than offset by the monopoly secured in England through the 
heavy duties on foreign tobacco and the prohibition of its growth in England. 
The early indications under the first two Stuarts of what later became a car- 
dinal policy of the system—a tendency to confine colonial export trade to the 
mother country—are carefully pointed out, as well as the fact that their his- 
torical antecedent is to be found in the practice of the trading companies which 
compelled the ships to bring their goods back to England. The closing of the 
colonial trade to foreigners is traced to the privileges given the trading com- 
panies, and arose out of the economic conditions of the time, for only thus 
could those undertaking trade and colonization secure an adequate return on 
the capital which they had to sink in the enterprise. In the same way that the 
trading companies were unwilling that foreigners should reap the benefit of 
their efforts, so England sought to exclude foreigners from trading with the 
colonies which she supported and protected. In the earlier days, when the risks 
were great and success doubtful, liberal charters and grants of power were 
given, but later on, under the Stuarts, when success became more certain, the 
grants grew less liberal and the tendency on the part of the crown to extend 
its powers became more marked. This movement for a more effective cozitrol 
over the development of the empire, due to a vague realization that from an 
imperial standpoint the early charters had allowed too great freedom, is to 
be seen in the changes in colonial administration under the first two Stuarts. 
But while the policy of James I and Charles I showed this conscious drift 
toward a greater unity and the creation of a self-sufficing commercial empire, 
the outbreak of the Civil War gave the movement a check and, for the 
moment, allowed the disintegrating forces, which in the colonies had always 
been marked, full play. The crown lost control over the customs to Parliament 
and the Dutch secured a good share of the colonial commerce. Cromwell 
appreciated the deep-seated economic antagonism between the English and the 
Dutch nations, and the Navigation Acts (it should be noted that the author 
declares the act of 1650 “was far more comprehensive in scope than was the 
measure of the following year, which only indirectly affected the colonies,” 
p. 386) were but an expression of his vigorous imperial policy seeking to build 
up English sea power and commerce at the expense of a dangerous enemy. 

A welcome feature of the volume is the attention given to the other 
British colonies in the West Indies and British North America. They were not 
of such great importance during these early years, but in the later period more 
knowledge as to this sadly neglected phase of our economic history, especially 
about the West Indies, should be of the greatest value, and all the more desirable 
when obtained with the thoroughness, the unvarying resort to the original sources, 
and the careful scrutiny of contemporary writings which mark the present 
volume. 

CHESTER W. WRIGHT 

THe UNIversity oF CHICAGO 
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The Story of Gold. By Epwarp SHERWoop MEApE. New York: D. Apple- 
ton & Co., 1908. 12mo, pp. xvit206. Illustrated. 

The World’s Gold. By L. DeLaunay. Translated by O. C. Wittrams, 
with an Introduction by CHarLtes A. Conant. New York: Putnam, 
1908. 8vo, pp. xxxii+242. 

We have here two books treating the same subject differently. Both aim 
to give the geological formation, geographical distribution, and methods of 
extraction of gold, together with some technique of mining, followed by an 
economic study of the future effects of gold-production. One is by an Ameri- 
can professor of finance, and the other by a French professor in a school of 
mines. 

The former proposes to interest the public in a popular way in the facts 
and romance of gold-mining. With numerous illustrations the author succeeds 
in making a very readable book. Throughout the volume, however, the dis- 
cussien is permeated with a questionable theory of the direct relation between 
the periodical production of gold and industrial prosperity; as the production of 
gold falls off we have depression, as it increases we have activity. This is 
much too extreme a position to take without further proof than that given in 
this book. It is open to the objection that it omits the operation of a plurality 
of causes; and it gives the impression of superficial work inconsistent with the 
author’s general reputation. For instance, it is suggested that the small pro- 
duction of gold in the period from 1819 to 1829 led to a fall of prices. Yet 
the explanation of prices would hardly bear out the theory, if we rely on Tooke, 
who is not quoted at all, although Newmarch is. Prices, indeed, in this period 
were related to silver in most countries; and yet silver at that time was just 
feeling the effects of the enormous production in Mexico from 1780 to 1810. 
But, as concerns gold alone, M. de Foville, taking the average of family budgets, 
shows that the value of gold diminished 25 per cent. between 1825 and 1875— 
a period to 1850 regarded by the author as marked by a serious deficiency of 
gold. Again, he makes gold as practically synonymous with capital (p. 151), 
and believes the panics of 1893 and 1907 were caused by an insufficiency of 
gold. Those conclusions are quite too sweeping, and jump with the curious 
and eccentric study of Brooks Adams showing silver and prosperity as cause 
and effect. Why should a yield of gold alone bring prosperity? Why should 
not a billion dollars worth of new corn or wheat have as much effect on 
prosperity as a billion dollars worth of gold? Is there any difference except as 
to the durability of gold? 

The volume of M. Launay covers much the same field, but he is caught 
tripping in his economic thinking by Mr. Conant. The former says “gold is 
wealth and the whole of wealth” (p. xvi), and reasons on the rate of interest as 
if gold and capital were synonymous, To this Mr. Conant remarks that it is 
not gold which the capitalist requires; and that “the permanent rate for the 
use of capita! must depend upon the supply of capital in all its forms, of which 
gold is only one” (p. x). Also it is impossible to accept M. Launay’s idea that 
a minted coin “is a draft upon the government” (p. xv). 

The geological and technical information given by the French author seems 
to be wide and scientific, and not in the more popular vein of Mr. Meade. 
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There is a good section (pp. 157-66) on the nature of gold statistics. Also, on 
the average of the last fifty years, he estimates the consumption in the arts at 
from 40 to 50 per cent. of the output of gold, while 44 per cent. goes into 
money. The abrasion of gold coins he finds to be yoyg every eight years, or 
a total loss in 8,000 years; and he thinks that one-half the total output since 
the discovery of America has been lost or has passed into industrial uses 
(p. 191). In his economic study of the relation of gold to prices he takes issue 
with the classical theory: “The direct influence of the gold output upon prices 
seems to have been far less perceptible than that of industrial progress, 
changes in the means of transport, and alternating crises in financial specula- 
tion” (p. 209). Consequently, the author finds the high prices of recent years 
due less to an abundance of gold than to higher wages of labor and other 
influences affecting the cost of producing goods. In this matter he affords con- 
firmatory argument to the thesis presented elsewhere in this journal on Gold 
and Prices. 

These two books are harbingers of a revival of the discussion on the 
fundamental causes of prices which has been forced by the events of the last 
decade, and the great production of new gold. L. 


The Book of Wheat. By Peter Tracy Donpitincer. New York: Orange 
judd Co., 1908. Pp. viii+360. 

This book has a twofold object as is seen in the subtitle, “An Economic 
History and a Practical Manual of the Wheat Industry.” The first part dis- 
cusses in a scientific and practical way such subjects as improvement of the 
wheat grain and plant, cultivation, harvesting, diseases, and insect enemies, 
The second part is concerned chiefly with transportation, storage, marketing, 
milling, and consumption problems. Numerous illustrations, a full bibliography, 
and a good index help to make the book serviceable. 

The treatment is for the most part satisfactory, giving in simple language 
reliable facts well interpreted. Of more than common interest is the chapter 
on the price of wheat. The various forces affecting the local, primary, and 
foreign markets are carefully analyzed. Speculation, both as a legitimate and as 
an illegitimate factor is treated with discrimination; and the causes leading to 
the success or failure of “corners” are indicated. 

In the account of competition and price in the primary market the author 
might well have been more specific. He gives only a hint of the important 
struggle between the farmers and the “Jine” and other elevator companies. At 
least a few of the dramatic incidents of this struggle, in such states as Iowa 
and Kansas, would have helped to give a proper portrayal of the subject. The 
author’s evident desire to be impartial and free from dogmatism seems at times 
to have prevented his “speaking out.” 

The chief significance of the book will possibly be found by some persons 
to consist in the aid it gives to a more inductive study of economic science. 
For those who think that descriptive and statistical accounts of our various 
industries should necessarily precede the enunciation of definite economic laws 
with their proper modifications, this will probably be a welcome volume. 

E. K. Everry 

Tue UNIverRsITy or CHICAGO 
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Wheat Fields and Markets of the World. By Rotttn E. Smitn. St. Louis, 
1908. Pp. 418. 


In this work the author does not attempt to discuss at length wheat as it 
is related either to the science of agriculture or to the market methods of 
handling, but restricts himself largely to a discussion of its commercial impor- 
tance. He gives an account of the sources and distribution of the world’s 
crop, the seasonal demands it makes upon currency, and its place in American 
trade. To each of the wheat-growing countries he devotes a chapter, while 
to Russia, Argentina, Canada, and the United States he gives fuller treatment. 
After having made a personal study of most of the grain countries he puts 
little faith in the gloomy predictions sometimes made by distinguished scientists 
as to the inevitable results of a growing population in making new demands 
upon a supposedly limited wheat area. 

In dealing with markets the author describes at some length each of a 
dozen or more of the principal “exchanges” of the world. A more condensed 
account, it would seem, might have answered the same purpose. In the dis- 
cussion of price and market influences comparatively small importance is 
attached to demand and supply. Speculation, we are told, has more to do with 
changing prices than have all other factors combined; while supply and demand, 
working without the modern machinery of great storage elevators, great markets 
and trading in futures, would reduce the price of wheat “around fifty cents,” 
and maintain it there, except during seasons of crop shortage. This is specu- 
lation of another kind, and possibly as uncertain as that affecting the price of 
wheat. In fact the author is likely to be found more reliable in his representa- 
tion of actual conditions than in his deductions from them. 

E. K. E. 


Studies in the American Race-Problem. By Atrrep Hott Stone. With an 
Introduction and three papers by WALTER F. Wittcox. New York: 
Doubleday, Page & Co., 1908. 8vo, pp. xxiit+555. 

Mr. Stone and Professor Willcox have here made common cause in pre- 
senting a collection of papers upon the negro. Despite their differences of 
origin and experience they share the conviction that the first need, before 
policies of reform may wisely be considered, is an intimate acquaintance with 
the negro as a present-day, objective fact, and with the actual conditions in 
which he lives. That the Mississippi planter and the New England statistician 
have been by scientific unanimity made joint-authors of a single book is of 
itself enough to give the book significance. 

Mr. Stone’s work, as thus presented, is neither new nor final. With much 
of it, in the form of separate papers, followers of the literature of the race- 
problem are already familiar. The larger work, as by-products of which these 
papers are announced, is still awaited. In the present volume, therefore, one 
would not expect to find exhaustive treatment, or even entire consecutiveness. 
But it has been possible to present the material in such an arrangement that 
racial, economic, and political problems all receive attention. Race-consciousness 
as cause of race-friction; the numerical proportion of blacks and whites in its 
relation to race-consciousness; the mulatto as a disturbing factor of the investi- 
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gation and the attempts to solve the race-problem; the negro as an economic 
factor under conditions most favorable for his efficiency on the black-belt planta- 
tion; the influence for social tranquillity of separating the economic and hence 
the social spheres of black and white; the negro in politics—such are some of 
the topics discussed. The inference to be drawn from the general drift of the 
book is that hope for the future of the negro depends on his ability to make a 
place for himself and so fill it that he shall be recognized as pre-eminently 
appropriate for his place. Apparently the author sees little prospect of such an 
achievement. 

Professor Willcox’s contributions include his papers on “Negro Crimi- 
nality” and “The Probable Increase of the Negro Race in the United States,” 


The Fate of Iciodorum, being the Story of a City made Rich by Taxation. 

By Davin Starr Jorpvan. New York: Henry Holt & Co., 1909. 16mo., 

pp. xi 111. 

This little book presents again to the public the keen derision of protec- 
tionism which Dr. Jordan first published more than twenty years ago in his 
magazine article entitled “The Octroi at Issoire.” The tale is a fanciful story 
of the microcosmic growth of a protective system at the gates of a French 
provincial town. Its allegory traces prophetically, with light touch and a sting 
of irony, the way in which the burden of protectionism piles itself up and 
brings with it extortion at home and “dumping” abroad; the combination of 
workers and employers on either side of the widening economic gulf between 
them; and the pressure for reform by a socialistic paternalism of the state. It 
is superfluous to say that what Dr. Jordan writes is good reading. 

If the purpose of the book is to reform the fatuous protectionist it may 
very possibly be disappointed; for the protectionists have abundantly proven 
to us by their continued activity and arguments that they are without a sense 
of humor. But critics of protection will be glad to meet protectionist argument 
in such peculiarly delicious form; and perhaps persons not yet committed to 
either side of the tariff question may find in the little story a saving measure of 
enlightenment. 


The Shipping World Year Book, 1909. Edited by E. R. Jones. London: 

Shipping World Office, 1909. 8vo, pp. 1557. 7S. 

The Year Book for 1909 includes the usual features of directory of the 
world’s commercial ports, legislation affecting maritime interests, and _ tariffs 
of all countries. The last feature makes it a convenient and up-to-date refer- 
ence book for any questions of fact as to foreign tariffs raised in the present 
tariff controversy. 


Industrial Insurance in the United States. By CHartes R. HENDERSON. 
Chicago: University of Chicago Press, 1909. 8vo, pp. viiit429. $2.00. 
This volume is substantially a translation of the author’s Die Arbeiter- 

Versicherung in den Vereinigten Staaten von Nord-Amerika which appeared in 

Dr. Zacher’s series and was reviewed in the April, 1908, issue of this journal. 
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Changes have been made serving to bring the work as nearly as possible up to 
date, and its usefulness has been considerably enhanced by the addition of a 
succinct summary of the legislation along this line of every European country 
of importance, thus furnishing a good background for comparison with the 
situation in this country. 


Die geographische Verteilung der Getreidepreise in Indien von 1861 bis 
1895. Von Tu. H. ENGeELsracut. Berlin: Paul Parey, 1908. Large 
8vo, pp. viii+112. 

After a lapse of some five years since the appearance of his study on grain- 
prices in the United States the author now brings out the second part of his 
work, this time dealing with India, the only other extra-European country of 
importance for which prices by decades are available. The statistical tables 
and maps, which make up the greater portion of the monograph, are preceded 
by a discussion of the variations and fluctuations which they portray, and an 
interesting conclusion points out features of similarity and dissimilarity as com- 
pared with the conditions in the United States. 


Our Wasteful Nation. By Rupotr Cronau. New York: Mitchell Ken- 
nerley, 2 East 29th St., 1908. S8vo, pp. 134. $1.00. 


This volume, called forth by the recently awakened interest in the con- 
servation of our natural resources, will be of value chiefly in pointing out the 
great variety of the resources which are being wasted. Not forests and soil 
alone but mineral resources, the water-power, the fish, the flesh, and the fowl, 
all come within the author’s purview. Even human lives are included, though 
the waste of labor-power is overlooked. The book, which is written for the 
general reader, contains an interesting though miscellaneous lot of facts and 
extracts gathered from magazine articles, government reports, etc. The more 
fundamental economic aspects of the problem are not touched upon. 


Women in Industry, from Seven Points of View. London: Duckworth & 
Co., 1908. 8vo, pp. xivt+217. 2s. 6d. 


A series of seven lectures by different women familiar with their topics by 
study and personal contact, dealing with: “The Regulation of Women’s Work,” 
“The Minimum Wage,” “Trade Unionism,” “Infant Mortality,” “Child Employ- 
ment and Juvenile Delinquency,” “Factory and Workshop Law,” and “Factory 
Proposals.” The general drift of the lectures is toward resort to trade-unions 
and greater regulation and control by the state. They are intended primarily 
for the general public and should prove instructive to those interested in the 
subject. 


Die statistischen Mittelwerte. Ein methodologische Untersuchung. Von 
Franz ZIZEK. Leipzig: Duncker & Humblot, 1908. 8vo, pp. x+444. 
An elaborate investigation of the mean in statistical analysis. The work falls 

in three divisions, The first part treats of the significance of the mean in 

general ; the implications of a mean value; the data requisite for the determina- 
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tion of a valid mean and the various statistical services which a mean may render. 
In the second part the several types of mean—the arithmetical average, the 
geometrical mean, the median, and the mode—are separately discussed. The 
third part considers the distribution of series about their means and touches 
upon statistical applications of the theory of probability and probable error, 
But there is little of the higher mathematics of statistical technique in the book 
as a whole. The author expressly confines himself to a scrutiny of fundamental 
principles upon which the statistician, whatever his mathematical equipment, 
must proceed. 


Public Opinion and the Standard Oil Company. By Ambrose P. Winston. 
Bulletin of the Washington University Association, St. Louis, 1908. 
Pamphlet, pp. 48. 

The author of this excellent article believes that prevalent opinion on the 
subject of this trust is largely a repetition of current rumor, the remote sources 
of which are the prosecution ending in the “big fine,” the Garfield report, and 
Miss Tarbell’s History. In support of this belief he here subjects the evidence 
presented in these sources to a thorough scrutiny, seeking to show that in many 
instances either final proof is lacking or else the real situation has not been 
thoroughly understood. It well deserves most careful reading. 


Elementary Commercial Geography. By Cyrus C. Apams. New York: 

D. Appleton & Co., 1909. 8vo, pp. xii +353. 

A condensation of the author’s Textbook of Commercial Geography. It is 
rather surprising to find in this issue not a few charts which appeared in the 
first edition but are now out of date, while some of the statistical tables are 
open to a similar criticism. 


History of the Bank of England. By A. Awnpréapés. Translated by 
CurIsTABEL MerepiITH. London: P. S. King & Son, 1909. 8vo., pp. 
xxxix+455. 10s. 6d, 

English readers will welcome the appearance of a translation of this 
authoritative work. The task of the translator has been well performed, but the 
auihor has not attempted any revision, so that aside from purely technical cor- 
rections the treatment is unchanged. The value of this edition has been 
enhanced, however, by the addition of a critical preface by Professor Foxwell 
in which he contrasts this work with the others in the same field and makes 
note of a few points where he is inclined to disagree with the author. 


Die deutsche Volkswirtschaft im neunzehnten Jahrhundert. Von WERNER 
SomBart. Zweite durchgesehene Auflage. Berlin: Georg Bondi, 1909. 
Large 8vo, pp. xvi+609. M.10. 

The new edition of this work, bringing the total issue through the eighth 
thousand, is put forth without substantial change. 
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